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ABSTRACT 
The public sector is the biggest consumer of construction works in South Africa. 
Public sector is known for late payments to its service providers. This led to the 
study’s problem statement that stipulates that, the construction industry; particularly 
emerging contractors generally experience late payments from clients and 
employers. This is due to the fact that emerging contractors are vulnerable to failing 
as these contractors have limited financial resources and experience. The primary 
objective of the study was to develop a better understanding of the implications of 
late payments by the government on emerging construction contractors. 
 
The study therefore investigated the experiences of emerging construction 
contractors in the Eastern Cape. The secondary objectives of the study were: to 
identify the reasons for late payments by the public sector; determine the payment 
norms applicable to, and expectations of emerging construction contractors; 
establish construction contractors’ experiences with government payment methods; 
and to examine the implications of late payment on emerging contractors and their 
businesses. 
The study was conducted within a qualitative research paradigm. The participants 
were identified through non-probability snowball sampling. The sample consisted of 
five emerging construction contractors mainly from the Civil Engineering and 
General Building sectors in the Eastern Cape. The data was collected using semi-
structured interviewing and was analysed using Tesch’s qualitative analysis 
explained by Hesse-Biber & Leavy (2011:201).  
The key results of the empirical study show that late payments have incapacitating 
effects on the development of emerging contractors. The conclusion reached from 
the empirical study includes recommendation that construction industry stakeholders 
form payment legislation aimed at curbing the delay of payments. 
   
Key Concepts: Late payments, emerging contractors, construction, implications, the 
government.  
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CHAPTER 1 
1 THE PROBLEM AND ITS SETTING 
The current chapter unpacks the reasoning behind the researcher’s resolution to 
conduct a study in the area of late payment and its implications on emerging 
construction contractors by its government clients. Extant literature is utilised in 
order to provide scholarly evidence that supports the significance of the study. 
 
1.1 Introduction 
This chapter provides the background to the study, problem statement, research 
objectives, research methodology outline, scope, limitations, justification and chapter 
layout of the treatise. Furthermore, the chapter lays the foundation for the study of 
the implications of late payment by government institution on the businesses of 
emerging construction contractors, with a focus on the Eastern Cape province of 
South Africa. The background to the study is provided next.   
 
1.2 Background to the Study  
Prior to 1994, throughout the various business sectors in South Africa, apartheid 
policies marginalised and excluded organisations owned by individuals who came 
from the non-white segments of the population. Since coming to power, the South 
African democratic government has sought to provide equal opportunities to all of its 
citizens.  Equal opportunities have led to a number of previously disadvantaged men 
and women forming their own businesses (South Africa, 2006: online). The 
construction industry is one of the business sectors where previously disadvantaged 
men and women have more visibly formed their own businesses.  
 
The Construction Industry Development Board (CIDB) has a classification system of 
contractors from grades 1 to 9 (South Africa, 2006: online).  In monetary value, the 
CIDB states that the type of contractors being referred to as emerging can compete 
for contracts that are up to R6.5 Million. According to CIDB (2012: online) at least 
8300 contracting businesses in the General Building (GB) and Civil Engineering 
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(CE) were registered in grades 2 to 9 by the year 2012. The number of contracting 
enterprises registered on grade 1 is not included in the statistics by CIDB 2012 as 
some contractors are either starting up or not active.  
 
For the purpose of this study it must be noted that other forms of construction 
enterprises such as Electrical Engineering (EE), Mechanical Engineering (ME) and 
Specialist Works (SW) are not included in the 8300 firms referred to. According to 
the Department of public works (2006), previously disadvantaged business men and 
women in the construction industry are businesses that generate turnover that less 
than R5 Million per year referred to as emerging contractors.  
 
More recently, Statistics South Africa (2011:29) categorises the sizes of construction 
enterprises as follows: Micro enterprises generate annual turnover of less than R6 
Million; small enterprises generate annual turnover of R6 Million to less than R12 
Million; medium enterprises generate annual turnover of R12 million to less than R52 
Million; and large enterprises generate annual turnover of more than R52 Milllion.   
 
Globally, the construction industry has one of the worst public images in the 
industrial sector and this is largely due to accidents as a direct result of construction 
works and poor working conditions (Ibrahim, Roy, Ahmed, and Imtiaz, 2010: 242).  
However, the construction industry contributes significantly to the economy 
enhancing quality of life and creates wealth for individual contractors and 
organisations (Ibrahim, Roy, Ahmed, and Imtiaz, 2010: 233). Contribution to the 
GDP of various industries including construction sector is discussed further in 
Chapter 2. 
 
Statistics South Africa (2012) conducted a survey and published information on the 
performance of construction and other industries in order to compare it to the 
information provided in the previous five years.  Looking at the South African 
situation for the period 2007 to 2011, a few changes have taken place in the 
construction industry and this information is provided by Statistics South Africa. 
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According to Statistics South Africa (2008), the construction industry formed 7.6% of 
the South African labour force in 2007.   Statistics South Africa (2008) further states 
that the construction industry formed 9.6% of the labour market from the Eastern 
Cape.  This shows the significance of the construction industry in the Eastern Cape’s 
job market, and economy, furthermore, is partly the reason that the researcher 
selected the industry as the context of the study.  
 
According to recent Statistics South Africa (2012:4), the total number of persons 
employed in the formal construction industry by June 2011 was 479 700. 
Construction of civil engineering structures employed the largest number of persons 
(154 018 or 33%), followed by the general building sector (117 495 or 24%), 
electrical contractors employed 39 305 or 8%, other building completion employed 
34 487 or 7%, and all other employment in the construction industry 134 395 or 
28%. Employment in the construction industry decreased by 2, 9% per annum over 
five years compared with the number of employees reported in the corresponding 
survey of 2007 (540 581 to 479 700) (Statistics South Africa, 2012).  
 
The Eastern Cape Development Corporation (2007) states that the construction 
industry is one of the leading employment sectors in the Eastern Cape area; 
therefore, the construction industry is of local importance and forms the cornerstone 
of the economy of the province. According Lazarus (2007: 28), construction industry 
is a target sector for South African government as it contributes to the mandate of 
the government relating to job creation and economic growth.  
 
Venter (2006: 16) indicates that the South African government is the largest client of 
the construction industry as it made up between 40 and 50% of domestic 
expenditure in the industry. Hence, the current study focuses on payment services 
from the government to emerging contractors in the Eastern Cape, South Africa.  
Table 1 shows the employment in the construction industry of South Africa.  
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Table 1: Employment in the construction industry in years 2007 and 2011 
Type of Service 
Total employees 
2007 2011 
Annualized 
% change 
Site preparation 15 679 18 129 3,7 
Construction of buildings 171 670 117 495 -9,0 
Construction of civil engineering structures 120 660 154 018 6,3 
Construction of other structures 13 912 8 041 -12,8 
Construction by specialist trade contractors 32 609 25 697 -5,8 
Plumbing 15 343 14 445 -1,5 
Electrical contractors 45 233 39 305 -3,5 
Shopfitting 3 720 3 651 -0,5 
Other building installation 23 375 29 748 6,2 
Painting and decorating 10 097 12 444 5,4 
Other building completion 73 782 34 487 17,3 
Renting of construction or demolition equipment 
with operators 
14 501 22 240 11,3 
Total 540 581 479 700 -2,9 
Source: Statistics South Africa (2012) 
The following section delineates the problem that led to the study.  
 
1.3 Problem Formulation  
Department of Public works (DPW), (2006:online) defines emerging contractors as 
previously disadvantaged contractors complying with the South African government 
definition of an Affirmable Business Enterprise (ABE). DPW (2006:online) defines an 
Affirmable Business Enterprise as a firm that provides professional services and is 
owned and controlled by one or more Previously Disadvantaged Individuals (PDI) 
with at least two thirds of ownership in the business.  
 
DPW (2006:online) further defines PDI as a South African citizen or individual who        
falls in a population group that had no franchise in national elections prior the 
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introduction of the 1994 constitution and the trilateral parliamentary system subject 
to persons who obtained the South African citizenship after 02 February 1990. The 
PDI also includes women, youth, and disabled persons of which the Department of 
Public works in its programmes endeavour to overcome business impediments that 
arise from the legacy of apartheid. 
 
One of the key legislations of the government of National Unity in South Africa’s 
democracy focusses on Black Economic Empowerment (BEE). BEE was   
introduced in order to give previously disadvantaged groups (Black 
Africans, Coloureds, and Indians)  in the country economic privileges that were not 
otherwise previously available to them (South Africa, 2004: 5). Some of the policies 
formulated post democracy have been amended and /or changed; BEE is one of the 
policies that has evolved to become Broad-based Black Economic Empowerment 
(B-BBEE).  
 
The B-BBEE Act 53 of 2003 resulted from the evolution of BEE (South Africa, 2003: 
4). B-BBEE Act of 2003 was amended in 2013 and adopted in 2014. B-BBEE Act no 
46 of 2013 was therefore introduced. This Act is known as Broad-based Black 
Economic Empowerment Amendment Act, 2013 (South Africa: Broad-based Black 
Economic Empowerment Amendment Act of 2013, 2014). The act aims at increasing 
black managed companies, ensuring fair representation of blacks in South Africa’s 
workforce, and favour procurement from businesses owned by black people.  
 
Black people is a generic term meaning Africans, Coloureds and Indians who are 
citizens of the Republic of South Africa (RSA) by birth or descent; or who became 
citizens of RSA by naturalisation before 27 April 1994; or on or after 27 April 1994 
and who would be entitled to acquire citizenship by naturalisation prior to that date 
(South Africa, 2014). 
  
The study focuses on the implications of late payments by public sector clients, that 
is, the government to this group of contractors that generate turnover of less than 
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R12 million per year. CIDB (2007) divides the classes of construction into five areas 
namely: Civil Engineering (CE), General Building (GB), Electrical Engineering (EE), 
Mechanical Engineering (ME) and Specialist Works (SW). This study focusses on 
the first two classes of construction namely; Civil Engineering and General Building.  
 
The study is limited to the building and civil engineering sectors of construction.  The 
two sectors have been selected as they are the main contributors of income to the 
construction industry at large in South Africa (Statistics South Africa, 2007). 
Contractors are normally contracted by government to complete construction 
projects and are expected to complete these projects within a set period.  
 
According to Shakantu (2003: 54), the process of construction is flawed; the author 
cited among other things the method of payment to contractors with specific 
reference to the ease in generating and not disclosing cash payments received and 
the use of non-monetary rewards in the payment of contractors.  Chilipunde (2010: 
21) states that the problems with payment are not limited to the government 
institutions only.  It is the common practice in the construction industry to have a 
consulting engineer as the middle man between the employer and the contractor.  
The consulting engineer according to Chilipunde (2010: 22) may find fault in the 
contractor’s work and this may delay payments.   
 
There is no universally accepted payment method for the construction industry,  
methods are usually negotiated and aimed at keeping the cash flow neutral (Morson, 
Meinesz, Forman, and Gilfillan, 2009).  Payments are usually structured 
progressively; the contractor is paid according to the value of work completed or to 
agreed milestones, and is usually subject to limited retention (Morson et al 2009).  
 
Motawa, Kaka and Wong (2008: 144) indicate that it would have been better if a 
contractor could be involved from the design stage of the project. The authors are of 
the opinion that a contractor would contribute valuable ideas as well negotiate a 
payment system that would be agreed upon parties. Currently the contractor signs 
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an agreement with the client after the designs and pricing have occurred and may 
negotiate ideas and concerns based on the agreement provided and this would put 
unfair strain on other parties involved and may result to dissatisfaction (Motawa et al, 
2008).  
 
Furthermore, Motawa et al, (2008: 147) indicate that the traditional practice in the 
construction industry is for the contractor to price the products and services provided 
based on unit rates and quantities. Contractors are only paid following inspections 
by consultants who check the value of the works completed. Contractors are only 
paid following inspections by consultants who check the value of the works 
completed. The contractor is paid monthly and the value of these payments is 
determined by agreement between the engineers responsible for planning the 
project, the contractor, and the employer.  
 
CIDB Practice Notes 19 (2009:3) conceptualizes the South African construction 
industry’s payment practice referred to by (Motawa et al, 2008:147). CIDB’s 
conceptualization presents a multi-phase payment practice. The 3 phases are: 
payment certification; payment authorisation; and payment processing CIDB 
Practice Notes 19 (CIDB, 2009:3). The CIDB’s multi-phase payment process is 
discussed in detail in chapter 2.  
 
Contractors often procure the necessary cash to finance projects by establishing 
bank credit lines. Banks often set stringent limits due to the risky nature of 
construction projects (Elazouni and Metwally, 2007). This means that in order for the 
limits to be increased contractors need to deposit continuous amounts of money into 
their bank accounts (Elazouni and Metwally, 2007). This may put pressure on the 
project as the contractor may not be able to carry out all project responsibilities as 
there needs to be cash injected into their accounts. One of the major causes of the 
cash flow crises is the instability and non-availability of universal payment methods 
in the industry (Elazouni and Metwally, 2007). 
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Payments are not always made on time. According to the CIDB (2007:4) “in South 
Africa during 2007 less than 17% of final payments were made within 14 days, 40 % 
were made within 30 days, 27% were made within 60 days, 10% were made within 
90 days , and  6% of payments were delayed by longer than 90 days”. Payment 
conditions worsened in 2008,  CIDB (2008) states that 42 % of payments by clients 
were made within 30 days of invoicing, 51% between 30 -90 days and 7% over 90 
days.  CIDB (2008) also noted a difference between the private and public sector 
payments, the public sector made 35 % of payments within 30 days and the private 
sector made 46% of payments within the same amount of time.  
 
In 2013 another survey was conducted and the participants of the survey included 
clients for 374 projects, contractors for 886 projects from all the provinces of South 
Africa CIDB (2013:3). The results were as follows 43% payments were made in 30 
days or longer, 51% payments were made between 30 and 90 days, 6% of the 
payments were made within 90 days (CIDB (2008:3).  
 
There have been minor improvements in the payment of contractors by the public 
sector between 2008 and 2013. Firstly, payments that were made within 30 days of 
invoicing increased by 1% over 5 years from 42% to 43%. Secondly, payments 
made between 30 and 90 days remained the same over a period of 5 years, these 
payments remained at 51%. Finally, payments made over 90 days improved by 1% 
over a period of five years decreasing from decreasing 7 % to 6%.  
 
Given that emerging contractors have the lowest annual turnovers, capital amounts, 
and are mainly made up of companies run by South Africa’s citizens who were 
disadvantaged by the laws of previous political regimes, the researcher positioned 
the stagnant nature of public sector’s late payments in the context of emerging 
contractors. The conceptual repercussions of public sectors’ stagnant delayed 
payment trend gave rise to the need to investigate the impact to the vulnerable 
emerging contractors. Resultantly, the problem statement for the study was 
formulated.  
9 
 
1.4 Problem Statement  
The construction industry, particularly emerging contractors generally experience 
late payments from clients and employers. 
 
1.5 Research Objectives  
1.5.1 Primary Objective 
The primary objective of the study is to develop a better understanding of the 
implications of late payments by the government on emerging construction 
contractors in the Eastern Cape. 
 
1.5.2 Secondary Objectives 
The secondary objectives are: 
i. To identify the reasons for late payments by the public sector. 
ii. To determine the payment norms applicable to, and expectations of emerging 
construction contractors.    
iii. To establish construction contractors’ experiences with government payment 
methods. 
iv. To examine the implications of late payment on emerging contractors and 
their businesses. 
 
1.5.3 Research Questions  
i. Why is there a prevalence of late payments by public sector clients in the 
construction sector? 
ii. What are the payment norms of public sector and expectations of emerging 
contractors?   
iii. How do contractors experience government payment methods? 
iv. What are the implications of late payment on emerging contractors and their 
businesses? 
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1.6  Research Methodology 
The study is conducted within a qualitative research methodology as it attempts to 
create a better understanding of the emerging construction contractor’s experiences 
of late payments by the government. Qualitative research attempts to uncover 
people’s understanding and their own conceptualization of their own lives (Packer, 
2011: 53; Heaton, 2004). The current study aims at investigating the implications of 
late payment from the participants’ own viewpoint. Data will be collected utilising 
semi-structured, audio-taped interviews in the Eastern Cape area. A detailed 
research methodology is provided in Chapter 3. Key terms to be utilised in the study 
are defined in the following section.   
 
1.7 Definition of Key Concepts  
Emerging contractors, an enterprise owned managed and controlled by historically 
disadvantaged individuals, including women, youth, and disabled persons and which 
is overcoming impediments arising from the legacy of apartheid (Department of 
Public Works, 2006).  
 
Previously disadvantaged individuals, “persons who were previously disadvantaged 
by unfair discrimination and who in terms of section 9 (2) of the constitution of the 
Republic of South Africa, 1996 (Act No 108 OF 1996) may be protected and 
advanced to achieve equality, and for the purposes of these regulations, includes 
the following designated groups; Men of African, Coloured or Asian descent; Women 
irrespective of descent; Disabled persons irrespective of descent” (South Africa,  
2003: 4).  
 
Building contractors,  “ construction contractors that are primarily concerned with the 
development, extension, installation, renewal, renovation, alteration, or dismantling 
of a permanent shelter for its occupants or contents or ; cannot be categorised in 
terms of the definitions provided for civil engineering works, electrical engineering 
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works, mechanical engineering works , or specialist works”  (Construction Industry 
Development Board, 2010: 2). 
 
Civil Engineering contractors, “ construction contractors that conduct construction 
works that are primarily concerned with materials such as steel, concrete, earth , 
and rock and their application in the development, extension, installation , 
maintenance, removal, renovation, alteration, or dismantling of building and 
engineering infrastructure ” (Construction Industry Development Board, 2010: 2). 
Government payment systems, “According to the procurement contract suppliers are 
paid upon receipt of invoice within 30 days period. Either 15th or 30th of the month is 
set aside for such payments. Small companies could benefit from pay periods less 
than 30 days (Parliament of South Africa, 2010: 12)”.  
 
1.8 Significance of the Study 
The study is significant for a number of reasons and has a number of potential 
benefits as detailed below. The emerging contractors can benefit from the study in 
the following ways:  
 A better understanding of payment methods utilised in the construction 
industry. 
 An understanding of the government’s payment policies and procedures. 
 An understanding of factors that lead to late payments by the government.  
 Development of ways to avoid late payments.  
 Understanding financial management strategies to avoid negative impact of 
late payment.  
Additionally, the government could benefit from the study in the following ways:  
 Develop new and better ways to compensate emerging contractors for works 
done. 
 Understand the negative impact of late payments on emerging contractors; 
improve own payment systems.   
The outline of the study is shown in the next section.  
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1.9 Outline of the Study  
 Chapter One introduces the study, and formulates the problem through the 
provision of the contextual background and rationale for the study.  
 Chapter Two highlights the various concepts related to construction industry 
and provide a theoretical framework including payments to contractors in 
construction industry. The framework will be drawn from Business Models 
utilised in the construction industry.  
 Chapter Three provides a detailed research methodology used to conduct the 
study. 
  Chapter Four presents and discusses the results obtained from the study.   
 Chapter Five presents the conclusions and the limitations of the study, 
recommendations for future research.  
   
1.10 Conclusion 
The chapter introduced the study and includes the background to the study, reasons 
for selecting the specific problem, objectives of the study and an overview of the 
study. South Africa’s construction industry was shown to be ill-reputed by late 
payments from its clients in the current chapter. In order to study the implications of 
these late payments, the researcher opted to focus on civil engineering and general 
building as the current chapter showed that these two sectors generate the highest 
revenue and are the biggest sectors in South Africa’s construction industry.  
 
Specific focus on emerging contractors was made as these contractors are hit 
hardest by late payments due to their historical context and capital status. The 
current chapter utilised existing literature in the areas mentioned above in order to 
formulate questions to be answered by the study, listed objectives of the research 
and determined the most appropriate framework from which to conduct the study.  
 
The following chapter will provide existing literature that will shed light further about 
construction and will not be limited to South Africa’s construction industry. An in-
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depth view of the various stakeholders that clarify the payment systems of this 
industry will be highlighted and this will pave way for the study.  
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CHAPTER 2  
 
2 PAYMENTS TO CONTRACTORS IN THE CONSTRUCTION INDUSTRY 
2.1 Chapter Preview 
The previous chapter made mention of the importance of the current study and 
indicated the study objectives, questions to be answered in the study and briefly 
introduced the methods of research to be followed in conducting the study. The 
rationale for the focal area studied was provided through scholarly information. The 
chapter laid the foundation for the current chapter that seeks to provide an abridged 
description of the existing literature in the area under study.   
 
The current chapter will make possible an in-depth view of the research, extant 
literature and areas that need further explanation in the area under study. The 
current chapter discusses the construction industry, the role of the construction 
industry in various development areas, the nature of the industry including managing 
in the industry, service providers, payment and challenges faced by the service 
providers in particular emerging contractors.  
  
Post 1994,  the South African government has been faced with an overwhelming 
demand to build roads, houses and other infrastructure in an attempt to bridge the 
gap between citizens who resided in formerly white and formerly black areas (du 
Plessis, Irurah, and Scholes, 2003). Formerly white areas were more developed 
than the formerly black areas (du Plessis et al, 2003). However, due to the fact that 
South Africa is a developing economy, a large number of its citizens basic needs 
have yet to be met. This is reflected in the backlog with regard to housing and 
services like education, health, water, electricity and transport (du Plessis et al, 
2003). 
 
During the apartheid era, policies did not allow joint entrepreneurial ventures 
between black and white run businesses and therefore the collaboration between 
large and small enterprises was systematically discouraged because of apartheid 
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policies (Berry et al, 2002). After attaining democracy, new policies were formulated 
to assist in growing the economy and redistributing the country’s wealth. The B-
BBEE Act no 46 of 2013 is a current act that has evolved from previous policies. The 
Act is known as Broad-based Black Economic Empowerment Amendment Act, 2013 
(South Africa, 2014:26). The act will be explained in detail ahead in the chapter. The 
construction industry is discussed in the next section.  
 
2.2 The Construction Industry  
Throughout the years the Construction industry has received extensive research 
attention (Ibrahim, Roy, Ahmed, & Imitiaz, 2010) and this is supported by Tshivhase 
& Worku (2012). However, the studies require further investigations on payment 
pitfalls in the industry and the specific impact of payment models utilised on the 
underdeveloped contractors known as emerging contractors. The current study 
therefore aims to add to the area of emerging contractors in the construction industry 
by discussing implications of late payments experienced. Various authors define 
construction and some of those definitions are highlighted below.  
 
Kumar Neeraj (2011: 2) defines construction project as “the constructed facility such 
as the building, and assembling some infrastructure etc.”  Ibrahim et al (2010) define 
construction as the development and the erection of infrastructure in order to help 
steer the economy of any country. According to Bertelsen and Koskela (2004) 
construction is a complex production of a one kind product undertaken mainly at the 
delivery point by cooperation within multi-skilled ad hoc teams.  
 
Construction works covers infrastructure such as roads, dams and irrigation work. 
Furthermore, construction involves the erection of structures such as schools, 
airports, houses, hospitals, railways, and factories that are core physical foundations 
of society (Ibrahim et al, 2010). The above-mentioned definitions all have in common 
the erection of infrastructure that ensures the development of structures for optimal 
functioning.  
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The construction industry comprises the following: the construction of buildings and 
other structures, heavy construction, additions, alterations, reconstruction, 
installation, maintenance and repairs (US Census Bureau, 2002).  Furthermore, 
construction involves demolition of buildings and other structures, clearing of 
building sites, blasting and rubble removal. Land preparation is vital in construction 
and this involves backfilling, levelling, earthmoving, excavating, and drainage (US 
census Bureau, 2002).  
  
CIDB (2007) divides the construction into five classes, Civil Engineering (CE), 
General Building (GB), Electrical Engineering (EB or EP), Mechanical Engineering 
(ME), and Specialist Works (SP). This study focusses on the first two classes of 
construction namely: Civil Engineering and General Building. The building and civil 
construction sectors are discussed below.  
 
2.2.1 Building and Civil Construction  
According to Statistics South Africa (2007), general building and civil engineering 
classes of construction are the biggest in the South African construction industry 
with more number of firms when compared to others. CIDB (2011) further state that 
the two sectors also produce higher revenues and income than their counterparts. 
This is the reason the current study focusses on the two classes of construction. The 
following paragraph shows dominance of the two classes in the construction. 
 
In 2011, the construction of civil engineering structures generated 38% (R104 646 
million) of income to the construction industry and the construction of buildings 
followed with 26% (R68 758 m) contribution, other classes of construction in the 
construction industry contributed 22% (R59 369 m) income, other building 
installation made up 8 %(R20 129 m), and other building completion contributed 6% 
(R15 198 m) (Statistics South Africa, 2011). The figures above show that the two 
forms of construction selected for the current study namely; civil engineering and 
general building contributed 64% income in the construction industry.  
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In South Africa, there is a huge housing backlog (Statistics South Africa, 2012). 
About 77.6% of the population live in formal housing, 13.6% in informal dwellings 
7.9% in traditional housing and 0.9 % occupy other form of housing. (Statistics South 
Africa, 2012). This indicates the great demand of the building industry, particularly 
the importance of building houses. 
 
Emuze (2009) in the study of construction supply chain management on value 
projects indicates that in the United Kingdom (UK) the construction industry has 
been performing poorly in recent years. Emuze (2009) further states that the South 
African construction sector and that of UK are not different. As a result the two 
country’s construction industries have repeatedly indicated a need to improve 
performance in both the building and civil engineering sectors (Emuze, 2009).  The 
role of the construction industry in the economy is discussed in the following 
subsection. 
 
2.3 The Role of the Construction Industry in the Economy  
According to Tshivhase & Worku (2012), the construction industry plays a vital 
strategic role in promoting economic growth and sustainable infrastructure 
development of many countries around the world. The authors further state that 
investments in construction form part of the measures for the growth of the GDP in 
many countries.   
 
Venter (2006) views the construction industry as an important player in the economy 
of South Africa. Venter indicates that in the 2006’s growth forecast the construction 
industry’s forecast was 9.42 per cent, and that the South African government was 
the biggest client of the industry as construction made up between 40 and 50% of 
domestic expenditure in the industry. Further lliterature reviewed demonstrates the 
importance of the industry in the South African economy in the following manner: the 
construction industry accounts for some 5.1% of gross domestic product and 
contributes about 30% to gross fixed capital formation (Construction Industry 
Development Board (CIDB, 2008).  According to Statistics SA (2014) the GDP in 
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South Africa was standing at 1.40 % in the third quarter of 2014 when compared to 
the same quarter of the previous year. Trading Economics (2014:online) state that 
the GDP Annual Growth Rate in South Africa averaged 3.08% from 1994 until 2014, 
reaching an all-time high of 7.10% in the fourth quarter of 2006 and a record low of -
2.60% in the second quarter of 2009. GDP Annual Growth Rate in South Africa is 
reported by the Statistics South Africa. 
 
Trading Economics (2014: online) indicates that South Africa is the biggest economy 
in Africa. Trading economics (2014: online) the largest sector of the economy is 
services which accounts for around 73% of GDP. Within services sector, the most 
important are finance, real estate and business services (21.2% of GDP); 
government services (13.6% of GDP); wholesale, retail and motor trade, catering 
and accommodation (12.5% of GDP); and transport, storage and communication 
(9% of GDP). Manufacturing accounts for 15.3% of GDP; mining and quarrying for 
around 5.1% of GDP and agriculture for 2.2% of GDP. Some comparison over a 
period of three years between 2012 quarters and 2014 quarters for the performance 
of GDP may be explained on figure 2.1 graphically.  
 
Figure 2.1: South African GDP Annual Growth rate 
 
 
Source: (Trading Economics, 2014: online)  
19 
 
 
South Africa is witnessing increasing levels of investment in infrastructure driven by 
its commitment to economic and social development. All spheres of government and 
state owned enterprises are challenged to increase the pace and efficiency of 
construction delivery (Pautz, Watermeyer, and Jacqueit, n.d.).  
 
South Africa’s Construction Industry Development Board aims at improving 
development and management in the industry (Pautz, M., Watermeyer, and 
Jacqueit, n.d.). CIDB (2012) describes the role of the board as a Schedule 3(a) 
public entity established to provide leadership to stakeholders enhancing sustainable 
growth, transform and improve the construction sector for effective delivery in the 
economy of the country. A few of the industry’s pitfalls that have implications for the 
economy are detailed next. 
 
The construction industry has become riskier in developing countries according to 
Ezeldin and Sharara (2006). Contractors starting out in the industry have a number 
of challenges as firms in the industry are known to fail. Shumway, Richard, & Ritti, 
(2004: 93) indicate that “construction firms have the second highest failure rate after 
restaurants”. Furthermore, Stats SA (2010) reports an annual decrease of -3, 6 % 
growth in the industry during December of 2010 as compared to December of 2009 
realising construction of infrastructure and stadiums for the Fifa World Cup 2010.  
Additionally there was also an annual quarterly decrease in the industry’s 
employees, there was a quarterly -1.5% decrease in December 2010 compared to 
September 2010. Ibrahim et.al (2010) indicated that a 10 % increase in construction 
industry productivity would result in a 2.5 per cent improvement in Gross Domestic 
Product. The following section highlights the Gross Domestic Product (GDP) and the 
Construction Industry.  
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2.4 Contribution of the Construction Industry to GDP 
The Gross Domestic Product (GDP) is the “total value of all final goods and services 
produced within the boundaries of a country in a particular period (usually one year)” 
(Mohr, Fourie, and associates 2008: 56). The GDP in South Africa was 1.4% in 
quarter 3 (Q3) of 2012 (Statistics South Africa, 2014). South Africa had an increase 
in the GDP from 2.7% in 2001, 3.7% in 2002, 3.1% in 2003, 4.9% in 2005, 5.4% in 
2006, 5.1% in 2007 and a drastic decline to 3.1% in 2008 (SA Info, n.d.).  
 
In South Africa the construction industry accounts for some 5.1% of gross domestic 
product and contributes about 30% to gross fixed capital formation (CIDB, 2008).  
According to Statistics SA (2013) the biggest contributor to the GDP in the first 
quarter of 2013 was finance, real estate and business services sector which 
expanded by R7 billion to R161 billion. However, construction industry has been 
listed as one of the main contributors in the same period as it expanded by R4 billion 
to R31 billion (Statistics SA 2013). This demonstrates the significance of the 
construction industry to the country’s GDP. The construction industry and 
employment is discussed in the next section.  
 
2.5 Contribution of the Construction Industry to Employment  
Statistics SA (2014) indicates that South Africa is facing high levels of 
unemployment as it is stood at 25.4% during third quarter of 2014. During the 
second quarter of 2012, Trading Economics (2012), reported unemployment rate in 
South Africa at 24, 9%. Unemployment reportedly averaged 25, 5% from 2000 until 
2012 and escalated to 31, 2% during March 2003 and came down to 21.9% in 
December 2008. Globally, South Africa lags behind some of the developing 
economies in the rates of unemployment. The United States of America has 7.8% 
rates of unemployment whilst the Euro Area has 11, 2% and Japan has 4, 20%, this 
statistics was reported during August 2012 (Trading Economics, 2012). 
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The rates of unemployment above highlight a great need for countries to find ways 
to curb unemployment as it is evident that a large number of people in various 
continents are unemployed. The Construction Industry is one sector that could 
contribute to reducing unemployment globally. In 2007, the Construction sector 
employed 2 million people in the United Kingdom (Dainty, Grugulis, & Langford, 
2007: 502).  
 
According to Statistics South Africa (2012:49) there were 13 180 077 people 
employed in South Africa during 2011. The working age during this time consisted of 
33 238 752 people in South Africa. According to Statistics South Africa (2012:4), the 
total number of persons employed in the formal construction industry by June 2011 
was 479 700. The construction industry therefore represents 3.64% of all the people 
employed in the country considering information provided above. 
 
2.6 Contribution of the Construction Industry to Socio-economic 
Transformation  
In attempting to address the misrepresentation of the previously disadvantaged in 
the workplace, the South African government introduced the Employment Equity Act 
in 1998.  The purpose of the Act is to “implement Affirmative Action measures to 
redress the disadvantages in employment experienced by designated groups, in 
order to ensure their equitable representation in all occupational categories and 
levels in the workplace” (de Kock, 2005/6: 254).  The Employment Equity 
Amendment Act of 2013 defines designated groups as black people, women, and 
people with disabilities who were precluded by apartheid policies (South Africa, 
2014).  
 
In the construction industry the previously disadvantaged are mainly non-whites who 
were marginalized in the pre-democratic South Africa and were excluded from 
participating in the higher spheres of the building industry, working as labourers 
(Murray and Buiden, 2001).  These contractors are known as emerging contractors 
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in the construction industry and contractors usually carry out small projects that are 
not profitable for the established contractors.  
 
Other policies that encouraged the development of small contracting firms owned by 
previously disadvantaged entrepreneurs were the Black Economic Empowerment 
(BEE) Act, and the Employment Equity Act of 1998. Lazarus (2007) indicates that 
the pace of Black Economic Empowerment in South Africa’s construction has been 
slow. BEE, has been recognized as an opportunity to encourage growth among 
black-owned contractors (Tshivhase, 2007).  The slow pace of BEE meant that the 
emerging contractors who required development the most were not getting the 
benefit of BEE at a high rate, hence, risking of failure or remaining as emerging 
contractors for long periods.  
 
South African policy makers undertook to improve the slow rate of BEE through the 
evolution of BEE concept to become Broad-based Black Economic Empowerment 
(B-BBEE) with the hope to become more inclusive (Chege, Knoetze & Van Wyk 
(2004) as cited in Lazarus (2007:27). B-BBEE Act 53 of 2003 (South Africa, 2003: 4) 
was therefore introduced however this Act was later amended in 2013 and adopted 
in 2014. B-BBEE Act no 46 of 2013 was therefore introduced to be known as Broad-
based Black Economic Empowerment Amendment Act, 2013 (South Africa, 
2014:26).  
 
B-BBEE Amendment Act (2013)  states that broad-based black economic 
empowerment with emphasis on “broad-based” means the viable economic 
empowerment of all black people (generic term meaning Africans, Coloureds and 
Indians who are citizens of RSA by birth or descent) including, in particular women, 
workers, youth, people with disabilities and people living in rural areas. The socio-
economic strategies of B-BBEE Amendment Act, 2013 include: skills development; 
increasing management of businesses and black ownership; facilitating community 
and worker ownership of enterprises and productive assets; issues surrounding 
equal representation in the workplace; preferential procurement from enterprises 
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that are owned or managed by black people and investment in businesses that are 
owned by black people (South Africa, 2014). The following section highlights the 
nature of the Construction industry. 
 
2.7 Nature of the Construction Industry  
Various authors believe that corruption is prevalent and common in the construction 
industry around the world in both developed and developing countries. Corruption 
Watch (n.d.: online) defines corruption as the “abuse of public resources to enrich or 
give unfair advantage to individuals, their families or friends”. Transparency (2014) 
defines corruption as the abuse of entrusted power for private gain. Transparency 
(2014) further states that corruption hurts everyone who depends on the integrity of 
people in a position of authority.  
 
As early as design stage, through tendering, procurement as well as during 
construction process  corruption exists according to Bowen, Edwards & Cattell 
(2012: 525) and (Ameh & Odusami, 2010: 1).  According to Shakantu (2006) 
corruption occurs in the form of falsification of cost, time and return on investment 
estimates as early as inception and feasibility stages. Bowen, Akintoye, Pearl, & 
Edwards (2007) indicates that most construction professionals believe that 
construction industry performance is affected negatively by unfair tendering 
practices, over claiming and withholding payment for service delivery. Corruption 
has far reaching negative effects for the industry at large (Bowen et al, 2012).  
 
Transparency International (2005) shows that corruption could add up to 25% of the 
cost of public contracting, generating waste of public resources, missed 
development opportunities, an unstable environment for businesses, and therefore 
increasing poverty. This report further indicates that the scale of corruption is greater 
in construction than in any other sector of the economy. Bribery in the form of 
payments and gifts, particularly to consultants, is common practice; however, 
unethical behaviour in the form of fraud did not appear to be a serious problem in the 
industry (Bowen et al, 2007). Shakantu (2006: 43) indicates that the procurement 
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process involves a lot of money to be handled as a result those involved use this 
opportunity for corruption. Bowen et al, (2012: 525) believe that the following 
behaviours are prevalent in corruption: tender rigging, collusion, fronting, kickbacks 
and conflicts of interests. Despite the existence of the controversies mentioned 
above, the industry has potential to make significant impact and therefore the 
management of construction businesses is discussed in the next part.  
2.7.1 Management of Construction Projects 
According to Project Management Institute (PMI) (2014: online) a “project is a 
temporary (has a defined start and end in time, and defined scope and resources) 
group activity designed to produce a unique product, service or result”. A project 
is unique in that it is not a routine operation, but a specific set of operations designed 
to accomplish a singular goal (PMI 2014: online). So a project team often includes 
people who don’t usually work together.  
 
PMI (2014: online) defines project management as the application of knowledge, 
skills and techniques to execute projects effectively and efficiently. It’s a strategic 
competency for organizations, enabling them to tie project results to business goals 
— and thus, better compete in their markets. PMI’s - A Guide to the Project 
Management Body of Knowledge (PMBOK®Guide) identifies its recurring elements 
as follows: Project management processes fall into five groups namely: Initiating; 
planning; executing; monitoring and controlling; and closing (PMI, 2014: online).  
 
Zack (2004) is of the view that occupational health and safety, finance, environment 
and claims management are also knowledge areas relating to construction projects.  
Knipe, van der Waldt, van Niekerk, Burger and Nel (2002:2) add that in order for 
understanding of the various aspects of projects and project management, 
understanding of the context or environment of project management is also required. 
Knipe et al., (2002:5) continue to add the purpose of project management as to 
foresee or predict as many of the dangers and problems in a project as possible, 
and to plan, organise and control activities so that the project is completed 
successfully.  
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Most established contractors are skilled and knowledgeable enough to carry out the 
plans (Timothy, Fisher, Kirk, DeDonato, Fornaciari and Welch, 2005).  The main 
parties to a construction project are the client, client’s agent and contractors 
(Morson, Meinesz, Forman, Gilfillan, 2009).   According to Kharashi and Skitmore 
(2009: 4), the common characteristic of construction projects is that they are 
dynamic and have a high level of uncertainty. 
 
It is the uncertainty that makes funding of construction projects particularly difficult. 
The contractor provides a program of action for construction to the client, funders, 
and other stakeholders before the contract begins. This means that all stakeholders 
are fully aware of the contractor’s strategy and project plan. Hence, any changes 
and delays are deemed to be a result of a poor construction program of the 
contractor and this become the contractor’s problem (Shumway, Richard, and Ritti, 
2004).  Timothy et al (2005) highlight the importance of a balanced project plan prior 
to project commencement. The project plan or program informs all stakeholders of 
the intentions of the contractor in undertaking the works. One of the popular 
strategies in the management of construction projects is subcontracting and this is 
discussed below.   
 
2.7.2 Subcontracting  
Subcontracting ensures that specialised trades are carried out by contractors who 
are specialists in their own fields within the same project (Yik, Lai, Chan, and Yiu, 
2006). Emuze (2009) explains the process followed in subcontracting as follows; the 
main contractor engages the services of a subcontractor by signing a legally binding 
contract; subcontractors may also subcontract their work to other firms; major 
responsibility of the contract lies with the main contractor. Subcontracting is usually 
once-off and contractors hardly ever get an opportunity to develop relations beyond 
the project (Emuze, 2009).  
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Hence it can be deduced from the above information that it is the main contractor 
who benefits mostly from the subcontracting arrangement as they get a contractor 
who specializes in a specific area to carry out parts of the project that the main 
contractor does not specialize in. CIDB (2007) indicates that subcontracting is a 
well-established practice in construction as it gives opportunity to smaller enterprises 
to deliver construction work contracts. Subcontracting may also be used as means 
of addressing racial and gender imbalances in the ownership of contracting 
companies, to increase the contracting capacity of the contractor or to develop CIDB 
registered contractors (CIDB, 2007).  
 
The FIDIC Conditions of Contract for Construction (commonly known as the Red 
Book) and The General Conditions of Contract for Construction Works (GCC, 2004) 
do not permit the main contractor to subcontract the whole of the works. The FIDIC 
conditions of contract hold the main contractor responsible for the acts or defaults of 
any of his domestic subcontractors as if they were the acts and defaults of the main 
contractor (CIDB, 2007: online). These conditions of contract empower the 
engineer/consultant to request reasonable evidence before issuing a payment 
certificate that the nominated subcontractor has received all monies due in previous 
certificates. In the event that no reasonable evidence is provided, the Employer is 
permitted to pay the nominated subcontractor directly (CIDB, 2007: online).  
 
The General Conditions of Contract (GCC) (2010) stipulate that the contractor 
(supplier) should notify the employer (purchaser) in writing of all subcontracts 
awarded under the GCC 2010 if not already stated in the bid. The GCC (2010:10) 
expressly state that any consent or participation in the selection of a subcontractor 
does not imply any contract between the employer and the subcontractor, any 
responsibility or liability on the part of the employer to the subcontractor or relieving 
of the main contractor from any obligation under the contract. The GCC (2010:10) 
indicates that the main contractor remains liable as if he did not subcontract any 
portion of the works.  
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CIDB (2007) further states that there are three general types of subcontractors 
provided for in standard forms of contract for construction works, namely: 
• Domestic subcontractor: subcontractor appointed by the main contractor at his 
discretion. 
• Nominated subcontractor: a subcontractor nominated by the employer which the 
contractor is obliged to appoint as a subcontractor. 
• Selected subcontractor: a subcontractor selected by the contractor in 
consultation with the employer in terms of the requirements of the contract. 
 
JBCC (n.d.: online) further states that the Principal Agent is required to: prepare 
tender documents for nominated and selected subcontractors using the JBCC 
Series 2000. The contractor may refuse to appoint a nominated subcontractor: If he 
has a reasonable objection to the appointment; or if the subcontractor is unable to 
provide security.  
 
The contractor is required to issue the nominated/selected subcontractor with a 
payment guarantee for an amount of ten percent of the contract sum. The contractor 
is also required to furnish proof of payment to such subcontractors within 5 days of 
being instructed to do so. The Employer is liable for all expense and loss suffered by 
the Contractor where the nominated subcontract is cancelled due to default or 
insolvency. The Contractor may decide to cancel a subcontract where the selected 
subcontractor is in default for whatever reason, but is responsible for the cost of 
carrying out and completing the selected subcontract works unless it was cancelled 
due to default by the Employer or his agents.  
 
 Arditi and Chotibhongs (2005) highlight a number of payment strategies in the 
subcontracting contract. These include firstly, the pay-when-paid method which 
means that the subcontractor is being paid by the main contractor after the main 
contractor gets paid by the client with whom the main contractor is contracted. 
Secondly, pay-if-paid method means that the main contractor pays the subcontractor 
if the customer pays the main contractor. The pay if paid method has implications as 
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at times the main contractor may not be paid in full due to late works or defective 
projects. Most projects that significantly overrun do so as procedures for allocating 
costs between the parties are generally inadequate and can be misleading (Eden, 
Ackerman, and Williams, 2005).  
 
Arditi and Chotibhongs (2005) found that there is a general agreement between 
project stakeholders that if the client pays the main contractor on time then the main 
contractor would automatically be able to pay the subcontractor on time. The 
subcontractor payment model follows a similar mode. The main contractor withholds 
a percentage of work completed by the subcontractor the amount retained is paid 
once the project is complete and accepted as completed successfully (Cui, Hastak 
and Halpin, 2010).  
 
Common law allows the main contractor, unless otherwise agreed, to obtain a right 
of retention over the works, to secure payment of a claim relating to works' 
expenditure (Morson, Meinesz, Forman, and Gilfillan 2009). Any delay in the cash 
flow can essentially force the general contractors or subcontractors to finance the 
project, which may ultimately result in the contractors ‘and/ or subcontractors 
insolvency (Timothy, et al, 2005). CIDB (2007) states that Subcontractors should be 
engaged in of fair conditions of contract which are recorded in writing.  
 
CIDB (2007: online) suggests it may be advantageous to manage risks differently 
between a principal contract and related subcontracts. The South African Federation 
of Civil Engineering Contractors (SAFCEC), the Building Industries Federation of 
South Africa (BIFSA) and CIDB have developed forms of subcontract which may be 
used with any approved of the forms of contract. Subcontractors need not be 
registered on CIDB but nominated subcontractors must, however, be registered as 
they are nominated by an organ of state in terms of the public procurement system 
(CIDB, 2007: online). 
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Delay of works is common in construction and management in this industry cannot 
be complete without discussing delays in Construction works. Delays are discussed 
in the next part. 
2.7.3 Delays in Construction  
Project delay is considered to be one of the most serious and frequent problems in 
the Saudi Arabian construction industry (Faridi and El-Sayegh, 2006). The same is 
true for South African construction contractors. In Saudi Arabia failure to develop 
strategic plans for scheduling future construction projects has led to a crisis in the 
construction sector (Kharashi, and Skitmore, 2009). The construction industry at 
large calls for better planning as funding, payment, and livelihood of contractors are 
all directly linked to construction plans. 
 
Abdul-Rahman, Takim, and Takim (2009) state that project delay is a serious issue 
in construction industry and it impacts on the time and cost in construction projects. 
Such delays affect all the contract stakeholders and those are; main contractors; 
subcontractors; customers; suppliers; and beneficiaries of projects such as motorists 
who are inconvenienced by delays on the road. Abdul-Rahman et al (2009) are of 
the opinion that financial difficulties faced by many contractors lead to delay in 
construction projects. This is because of the many changes that are made by project 
clients during construction. These changes lead to costs that were not initially 
budgeted for and these tend to slow the projects.  Delay in payment results in the 
slow progress on site, and many sub-contractors are affected (Abdul-Rahman et al, 
2009). 
 
Construction delay is considered one of the most recurring problems in the 
construction industry. (Faridi and El-Sayegh, 2006). Shumway, Richard & Ritti 
(2004) indicate that the United States of America construction industry has a clause 
that grants time for project delays from causes ‘beyond the contractor’s control’, 
these include factors such as the inclement weather. Contractors are not entitled to 
extension of time for delays that are deemed to have been caused by the contractor 
(Shumway et al, 2004).   
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Alaghbari et al (2007) list factors that cause delays in construction projects and are 
listed in Table 2.1:   
 
Table 2.1: CONSTRUCTION PROJECT DELAY FACTORS 
Contractor’s 
responsibility 
Consultant’s 
responsibility 
Owner’s responsibility External factors 
Shortage of materials on 
site 
Absence of consultant’s site 
staff 
lack of working knowledge Lack of materials on the 
market 
Construction mistakes 
and defective work 
Lack of experience on the 
part of the consultant 
Slowness in making 
decisions 
Lack of equipment and 
tools on the market 
Poor skills and 
experience of labour 
Lack of experience on the 
part of the consultant’s site 
staff; (managerial and 
supervisory personnel) 
Lack of coordination with 
contractors 
Poor weather 
conditions 
Shortage of site labour Delayed and slow 
supervision in making 
decisions; incomplete 
documents and  
Contract modifications 
(replacement & addition of 
new work to the project 
& change in specifications) 
Poor site conditions 
(location, ground, etc.) 
Low productivity of 
labour 
Slowness in giving 
instructions 
Financial problems 
(delayed payments, 
financial difficulties, and 
economic 
problems). 
Poor economic 
conditions (currency, 
inflation rate, etc.) 
Financial problems   Changes in laws and 
regulations 
Coordination problems 
with others 
  Transportation delays 
Lack of subcontractor’s 
skills 
  External work due to 
public agencies (roads, 
utilities and public 
services 
Poor site management    
Equipment and tools 
shortage on site 
   
    
Source: Alaghbari et al., 2007 
 
According to Alaghbari et al (2007) the financial problems of the contractor seem to 
be the main influencing factor in causing the delay in construction projects. 
Coordination problems and materials shortage on site seem to follow after the 
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shortage of funds and therefore recommends technical support from the project 
owner, consultants or implementing agent to minimise delays (Alaghbari et al 2007). 
 
Mahamid (2011) lists the following factors as the most severe reasons causing 
delays in construction: poor communication between construction parties and 
stakeholders; poor resource management & site management; payments delays; 
insufficient inspectors; delays in commencement of the project itself; rework from 
both poor workmanship and poor materials. Mahamid (2011) recommends review of 
government laws and training on technical skills and construction management of 
those involved.   
 
Competent contractors with the knowledge and skill of planning ahead know that 
planning will not only govern the contractors’ payments but also the contractors’ 
ability to claim for additional time (Faridi and El-Sayegh, 2006). Establishing a 
reasonable schedule that allows for unforeseen circumstances is a key factor in 
running a successful construction project (Shumway et al, 2004). Lack of proper 
planning for the project and finances may be disastrous for the main contractors and 
various subcontractors (Timothy et al, 2005). 
 
Abdul-Rahman et al (2009) suggests the following measures in attempting to reduce 
the impact of project delay: prompt payments; division of the project into sections; 
apply sound decision making skills when choosing a paymaster; become 
accountable when making the terms of payment; education regarding the 
importance of sound cash flow management; sound business and financial 
management skills. The following section provides a detailed view of contractors. 
 
2.8 Construction Contractors  
Murray & Baiden (2001: 2) indicate that “a contractor is an organisation that 
contracts to construct a building or structure for a client, for payment”. Murray & 
Buiden further indicate that construction contractors should possess the following 
skills: knowledge; management; personnel; materials; plant; equipment and finance.  
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Construction contractors in South Africa are graded and regulated through the CIDB 
in order to tender for government construction contracts. The CIDB designations 
start from Grade 1 to Grade 9 and the value of contracts to be tendered for depends 
on the current CIDB grading. CIDB (2009) provides amended CIDB regulations, 
2008 to amend the 2004 version. The amended regulations are available and 
therefore published in the Government Gazette 31603 of 14 November 2008 
applicable from January 2009.  
 
CIDB Regulations (2009) provides a table that shows requirements in relation to 
contractor grading designation as highlighted in table 2.2 below. The values required 
to determine the financial capability of a contractor are also listed. 
 
 Table2.2: CIDB Contractor Grading 
Contractor 
grading 
designation 
Upper limit of 
tender value 
range 
Method A [Sub regulation (2A)] Method B [Sub 
regulation] (2B)] 
Best annual 
turnover (2 year) 
Largest contract 
(5 year) 
Available 
Capital 
Available capital 
1 R200 000 - - - N/A 
2 R650 000 - R150 000 - N/A 
3 R2 000 000 R1 000 000 R500 000 R100 000 N/A 
4 R4 000 000 R2 000 000 R1 000 000 R200 000 N/A 
5 R6 500 000 R3 250 000 R1 600 000 R650 000 R1 300 000 
6 R13 000 000 R7 800 000 R3 250 000 R1 300 000 R2 600 000 
7 R40 000 000 R24 000 000 R10 000 000 R4 000 000 R8 000 000 
8 R130 000 000 R90 000 000 R32 500 000 R13 000 000 R26 000 000 
9 No Limit R270 000 000 R100 000 000 R40 000 000 R80 000 000 
Source: CIDB (2008)  
 
2.8.1 Established Contractors 
Established contractors benefit from the foreign markets as most contractors are 
now able to seek work outside South Africa in competition with larger, mature 
international contractors (Murray and Buiden, 2001). As the current study focuses on 
emerging contractors the following subsection attempts to describe these 
contractors at length. CIDB (2008) refers to contractors from grade 6 to 9 as 
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established contractors as these do not hold emerging status. The development 
programs intended for emerging contractors do not include contractors higher than 
grade 5. 
 
2.8.2 Emerging Contractors  
According to Blaauw (2006), there are lot of documents required that form part of 
tender documentation such as CIDB and National Home Builders Registration 
Council (NHBRC) registrations and these processes according to the author are 
discouraging the small business development.  
 
According to Lazarus (2007) South Africa’s status as a developing country is a 
challenge for emerging contractors due to the following factors; insufficient 
resources to train emerging contractors; insufficient management aptitude and 
resources to empower emerging contractors to manage their businesses optimally 
and other issues that block sustainability of emerging contractors.  
 
Gamble (2004) stipulates that 92% of emerging civil contractors have a low level 
knowledge and skill required in the civil construction industry. This is supported by 
Ramokolo (2009) who indicates that emerging contactors in general are usually 
managed by practitioners who do not have construction management knowledge 
and skills (Ramokolo, 2009). The factors above become challenges for these 
contractors who aim at growing and becoming established in the future. 
 
Murray and Buiden (2001) indicate lack of capital and dependence on financial 
institutions to conduct projects, and lack of experience as some of the challenges 
that face the emerging contractor sector. Emerging contractors end up 
subcontracting to the more established contractors (CIDB: 2007).   Lazarus (2007) 
stipulates that lack of planning and lack of continuity in the projects offered by the 
government to emerging contactors make these contractors weak and unable to 
expand and possibly develop into established contractors.  
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According to Tshivhase & Worku (2012) the emerging contractors in Limpopo 
Province seem to be affected by the following factors: lack of entrepreneurial skills; 
lack of initial capital; intense competition; lack of engineering skills; lack of access to 
finance; and poor spending capacity. Murray and Buiden (2001) provide possible 
solutions to the challenges faced by emerging contractors. Solutions proposed 
include government intervention in the form of: financial support to enable growth; 
management training; interest free loans; and merging the emerging contractors to 
form stronger groups such as joint ventures. In the following section a brief view of 
financing for the emerging contractors will be discussed.  
  
2.8.2.1 Emerging contractors project financing  
Most construction projects run by emerging contractors are generally bank-financed 
through loans, secured through mortgage bonds, self-funded, loans, or through 
private public partnerships (Elazouni and Metwally, 2007).  This makes finance a 
critical issue for these contractors who are starting up and hardly have capital.  
Banks and lenders may not recognize that the terms they insist on in a construction 
contract may ultimately increase the cost of the project they are financing (Shumway 
et al 2004).  
 
Abdul-Rahman et al (2009) highlight the difficulty of getting loans by construction 
contractors from financial institutions as the institutions have strict lending criteria.  
This is more so for emerging contractors who may not have previous financing 
experiences for the lending institutions to draw conclusions on whether to finance 
them or not. The following section looks at payments in the construction projects. 
 
2.9 Payment Practices in South Africa’s Construction Industry 
 
2.9.1 Payment procedures based on the General Conditions of Contract  
Ansah (2011, 29) defines payment in the construction as the amount of money paid 
to contractors following successful completion of projects. The available payment 
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methods are usually negotiated and aimed at keeping the cash flow neutral (Morson, 
Meinesz, Forman, and Gilfillan, 2009). Government payments are usually structured 
progressively; the contractor is paid according to the value of work completed or to 
agreed milestones, and is usually subject to limited retention (Morson et al, 2009).  
 
South Africa’s public sector is guided by the payment clauses stipulated in the 
Government procurement: General Conditions of contract (GCC 2010) (Treasury: 
2010: online). Below is a detail of payment practices stipulated in the GCC (2010) for 
payment of suppliers by government departments: The researcher modified terms 
such as supplier to construction contractor and the purchaser to employer for the 
sake of easy referencing.   
 
Contract signed between employer and supplier (construction contractor) to include 
the following:  
 Conditions and methods of payment.   
 Contractor to submit the following to the employer, an invoice and copy of the 
delivery note after completion of agreed upon contract works. 
 Payments to be made promptly by the employer no later than 30 days following 
the date of submission of an invoice. 
 Payments to be made in the South African currency (Rand) unless otherwise 
stipulated on the contract. 
 
2.9.2 CIDB Payment Practices  
CIDB (2009) has stipulated the payment practices followed by the organs of state in 
Informed Practice no. 19: Streamlining payment processes.  The researcher 
consulted the following sources (Motawa, Kaka, and Wong et al, 2008; Maritz 
2012:27-35; General Conditions of Contract 2010) and the literature supports the 
practices stipulated by CIDB (2009).  
 
The next part shows the details of CIDB’s payment practices.  
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(a) Payment Certification  
This involves the contractor and the employers’ representative. The employers’ 
representative should be an independent person who is familiar with the project. 
Consulting Engineers and Project Managers are eligible to become representatives 
of the employer.  
 
The contractor should:  
 Make the claim available to the employer’s representative.  
 Make all relevant documents available to the representative.  
 Ensure the correctness and validity of all the documents.  
 
The employers’ representative should: 
 Evaluate construction works (not exceed 7 days). 
 Ensure that the contractor has completed works on the claim.  
 Ensure that the works on the claim are on the contract for the project  
 Checks claims for correctness.  
 Confirms the amount due and ensure that the amount is stipulated on the contract 
 Certify the claim once all the factors mentioned above have been adhered to (7 
days).   
 
(b) Payment authorisation 
This process involves the contractor, payment representative and the employer may 
or may not be involved.  
 
The employers’ representative should:  
 Confirm that payment certification has taken place. 
 Ensure that all the administrative requirements for payment have been adhered 
to by the contractor. 
 Ensure that all the relevant documents are handed in. 
 Check the validity of Tax Clearance certificates handed.  
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 Ensure that the construction works on the claim have been approved on the 
contract. 
 Ensure accuracy of the claim.  
 Compare final contract amount to the approved transaction amount.  
 
In the event that the amount for the transaction falls within the contract amount and 
all the matters above have been conformed, the payment is authorised by the 
employers’ representative. Whenever the amount for the claim exceeds the contract 
amount the representative should obtain authority from the employer to either 
exceed the contract amount or reduce construction works. The process should be 
completed within 7 days.  
 
(c) Payment Processing  
Payment processing involves workers of the employer and the contractor.  
The employer’s workers should  
 Note the time that has lapsed from date of handing the claim by the contractor to 
the employer’s representative.  
 Ensure that payment processing does not exceed 30 days from the date the 
claim was handed in.  
 Ensure prompt payments.  
 Verify contractor’s details, and correctness of the authorised amount.  
 Ensure that authorised payment amounts are transmitted into cheques or 
electronic transfer systems.  
 Authorise the release of payment into the contractor’s bank account.  
 Payment processing should take about 7 days or less. 
 
2.9.3 Optional Payments in construction contracts  
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The literature reviewed informed the researcher of various strategies utilised in the 
construction industry to assist both the employer and contractor to complete works 
swiftly. Some of the strategies are discussed below: 
 Interim payment: payment made to the contractor prior to completion of 
construction works in order to assist with funds for completing the project (CIDB 
2009: 3 & Maritz 2012: 30).  
 Retention payment: this refers to some percentage of the contract amount that is 
deducted from the amount due to the contractor. The amount is paid to the 
contractor after an agreed date usually at the end of the liability date (CIDB, 2009: 
8 & Maritz, 2012: 34).  
 Payment guarantee: a contractor furnishes the employer with a third party 
contractual undertaking to indemnify the employer against damages in case the 
contractor defaults on construction works (CIDB, 2010: online).  
 Final Payment: This refers to the amount due to the contractor following 
completion of the project and the expiry of the liability date. (Maritz, 2012: 29). 
 
2.9.4 The context of financing for the contractors  
Contractors often procure the necessary cash to finance projects by establishing 
bank credit lines. Banks often set stringent limits due to the risky nature of 
construction projects (Elazouni and Metwally, 2007). This means that in order for the 
limits to be increased contractors need to deposit continuous amounts of money into 
their bank accounts (Elazouni and Metwally, 2007).  
 
This may put pressure on the project as the contractor may not be able to carry out 
all project responsibilities as there needs to be cash injected into their accounts. One 
of the major causes of the cash flow crises is the instability and non-availability of 
universal payment methods in the industry (Elazouni and Metwally, 2007). 
 
According to Morson, Meinesz, Forman, and Gilfillan (2009) there is no universal 
payment method for the construction industry. The available methods are usually 
negotiated and aimed at keeping the cash flow neutral (Morson et al, 2009).  
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Payments are usually structured progressively whereby the contractor is paid 
according to the value of work completed or to agreed milestones, and is usually 
subject to limited retention (Morson et al, 2009).   
 
Despite alternative payment and pricing systems, the current payment mechanism is 
failing to utilise the potential link between project performance and clients’ 
satisfaction on one hand and stakeholders’ cash flow on the other (Motawa et al, 
2008). Cash flow management is discussed in the next part.  
 
2.10 Cash Flow Management in Construction Industry 
Business failure in the construction industry is rife and the payment methods and 
financing discussed in the section above make cash flow a major element in 
ensuring contractor’s livelihood and existence. Project cash flow is driven by project 
operations. “From a systems thinking, project cash flow is an integrated, dynamic 
process that consists of reinforcing and balancing loops with delays ” (Cui, et.al, 
2010: 364).  
 
According to Ntuli & Allopi (2009) in Tshivhase & Worku (2012) the emerging 
construction contractors are fragmented and this affects the growth of construction 
industry as well as the development and economic growth of the country. Van Wyk 
(2003) indicates that enterprises become stagnant due to poor management. 
Tshivase & Worku (2012) indicate that management defects involve factors such as: 
lack of access to finance, shortage of technical skills, poor strategic planning, and 
poor marketing conditions. Industry norms such as late payments may put undue 
pressure on these developing contractors. Late payment in the construction industry 
is detailed below.  
 
2.11 Late Payments in the Construction Industry 
Harris and Mcaffer (2003) define late payment as failure of a client to pay within the 
agreed period of honoring of certificates as provided in the construction contract. 
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Late payments lead to cash flow management problems as well as problems in 
relationships with banks. According to the Construction Industry Working Group on 
Payment (2007), problems in payment delays lead to innumerable cash flow 
problems. This is particularly so for the emerging contractors who are usually 
dependent on project payments for cash flow.  
 
Abdul-Rahman et al, (2009) found that in some cases late payment may be caused 
by the contractor incompetence, for example, filling in the claims incorrectly. By 
ensuring good conduct such as adherence to the contract, the contractors may be 
able to avoid late payments that can be traced back to them.  
 
Furthermore, the emerging contractors who may not able to stand up to the 
government and demand on time payments are at risk of facing late payments, the 
same is true for main contractors who contract parts or whole projects to the less 
powerful emerging contractors. Arditi and Chotibhongs (2005) indicate that in 
instances where a project has been subcontracted, late payments are a source of 
tension between the main contractor and sub-contractor.  The tension may lead to 
poor productivity, delays and even more late payments.  
 
Furthermore, late payment affects relationships with suppliers and customers CIDB 
(2010: online).  According to Odeyinka and Kaka (2005) the implication of a late 
payment may range from loss of income to a full-blown insolvency.   
 
2.12 Conclusion 
This chapter used existing literature in order to contextualise but not limit the area of 
study to the South African setting. Construction Industry was pronounced through 
the literature as a vast and important player in the South African economy. Statistics 
SA (2012) indicates that in 2011, the sector employed 3.64% people of the total 
employed people in South Africa. Statistics SA further states that the industry has 
building and civil engineering classes of construction as the leading generators of 
revenue in the sector. South Africa’s legislature introduced Acts to assist previously 
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disadvantaged citizens to gain access in business sectors such as construction. Acts 
such as amended B-BBEE and amended EEA encourage entrepreneurship to be 
conducted by previously disadvantaged people. 
 
Upon entering the already stable sectors, the previously disadvantaged 
entrepreneurs have to start from the bottom. In construction these entrepreneurs 
often fall in the emerging contractor category and due to poor experience and limited 
funds may be forced to subcontract from the more established contractors. 
 
The South African construction industry makes provisions for guidelines for contracts 
in the sector in order to ensure uniform contracting with all construction contractors.  
The payment practices utilised in this industry are quite challenging for the emerging 
contractors. Industry practices such as late payments further add to the frustration 
caused by the non-availability of legislation for paying contractors. The literature 
gave an indication of the non-existence of a universal payment model in the 
construction industry. The reasons for late payments and implications require further 
research. The initial phase of the current study saw the researcher seek ideas to 
support or dispute the need for the study and from literature. The following chapter 
will stipulate the techniques and approaches utilised in order to conduct the study.
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CHAPTER 3 
 
3 RESEARCH METHODOLOGY 
3.1 Chapter Preview 
 
The construction industry, construction contractors and payment systems in the industry 
with specific reference to late payments were highlighted in the previous chapter; the 
researcher achieved this through explaining the results of the literature reviewed.  
 
The current chapter will inform the methodology utilised by the researcher in order to 
realise the objectives of the study and answer the research questions asked in the first 
chapter. The discussion  includes  the research paradigm; the sampling methodology; the 
research instruments used to collect the data from the participants; tools used to analyse 
the data; data verification methods used in order to verify the validity of the data  and the 
chapter  indicates how research ethics were upheld.    
 
3.2 Research Paradigm  
According to Business Dictionary (2014) paradigm is an intellectual perception or view, 
accepted by an individual or a society as a clear example, model or pattern of how 
things work in the world. Business Dictionary (2014) further states that this term was used 
first by the US Science fiction historian Thomas Kuhn in 1962 to refer to theoretical 
frameworks within which all scientific thinking and practices operate.  Neuman (2003:70) 
notes that the idea of a paradigm was made popular by Thomas Kuhn in the 1970’s. 
Additionally Neuman (2003:70) indicates that a scientific paradigm relates to interrelated 
thinking. However, de Vos, Strydom, Fouché, Poggenpoel, & Schurink (2002: 12) trace the 
roots of the term paradigm to linguistics. In linguistics, paradigm refers to the "various 
forms which a word can take in some languages, according to the decline of a noun, 
especially as a model for other similar noun or verbs" (de Vos et al, 2002: 12). Kuhn's input 
in the development of the term is acknowledged by (de Vos et al, 2002: 12), the authors 
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indicate that Kuhn was the first person to popularize the term in the human sciences in 
1970s.  
 
In order to explain the linguistic origins of the term, the author consulted the Oxford 
dictionaries (2012:1) and three meanings of the term are given in the dictionary. According 
to Oxford dictionaries (2012:1) the term originated in the late 15th century via Latin from 
Greek paradeigma, from paradeiknunai. The following definitions are given by Oxford 
dictionaries (2012) by Firstly; paradigm is "a world view underlying the theories and 
methodology of a particular scientific subject"; Secondly the dictionary defines paradigm as 
"a set of linguistic items that form mutually exclusive choices in particular syntactic roles"; 
finally the dictionary indicates that the term "is often contrasted with syntax and is seen as 
a table of all the inflected forms of a particular verb, noun, or adjective, serving as a model 
for other words of the same conjugation or declension (decline)". Neuman (2003) indicates 
that a scientific paradigm has at its core key assumptions the significant problems to be 
solved, research techniques to be utilized, and a good view into the makings of well 
executed scientific research.   
 
The following section will detail the research methodology utilized in the current study; this 
includes the research design, sampling methods, research instruments, data collection, 
data analysis, validity testing methods and the researcher will indicate ways in which he 
ensured that the study was conducted from an ethical viewpoint. The aim of the following 
section is to demonstrate that the current research embodies elements of a well-executed 
research project.  
 
3.3 Research Design  
According to Sekaran (2000) research design is not the equivalent of either a qualitative or 
quantitative research, these are research methods. Sekaran (2000) indicates that research 
designs are aimed at reducing the ambiguity of the evidence discovered through research.  
In a nutshell Research design is the structure of a research inquiry, the structure of the 
current research. Maxwell (2012: 3) indicates that qualitative research design requires the 
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researcher to build the design from scratch rather than tailored quantitative research 
designs.   
 
The researcher opted to conduct the study within a qualitative research framework as the 
aim was to promote an understanding of human functioning of the emerging contractors 
within the construction industry. Qualitative research focuses on meaning and 
understanding as qualitative researchers are interested to uncover how people make 
sense of their lives Merriam (2009:14).  In qualitative research participants are given an 
opportunity to share their own life experiences as the researcher at obtaining in-depth 
descriptive data instead of the use of numbers to inform data in quantitative research 
Merriam (2009:16). The researcher does not impose any of his or her views or ideas on 
the participants or the views that they provide in the research (Picciano, 2004: 34).   
 
Furthermore, qualitative research further allows researchers opportunities for creativity as 
researchers often have to develop their own designs using a few available strategies as a 
guide Maxwell (2012: 3).  Johnson, Curran, Joanne, Blackburn & Ouberley (2001:34) 
indicate that qualitative research is better suited when studying the smaller companies.  
Emerging contractors are typically smaller enterprises.   
 
3.4 Research Sample 
There are a number of guides that inform ways researchers conducting qualitative 
research should utilise in order to obtain research participants. The research sample 
assists the researcher to define the population from which the research participants will be 
drawn (2013:3). The following section will provide detail of the sampling method utilized in 
the study.  
 
3.4.1 Sampling  
Non-probability sampling was utilized to identify participants in the study. Non-probability 
sampling is simple and economical (Huysamen, 2001:56).  When using non-probability  
sampling some elements of the population may have no possibility of being included in the 
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sample, this means that in non-probability sampling the sample can never be 
representative of the population studied (Huysamen, 2001:57).  However, in qualitative 
research researchers never attempt for their research results to be representative of the 
population they study. (de Vos, et al., 2002: Neuman, 2006).  In the current study the 
researcher attempts to uncover an area that has received minimal research attention, this 
therefore makes non-probability sampling ideal as there will be no attempt to generalize 
the results of the study.   
 
The type of non-probability sampling utilized in this study is snowball sampling. In 
snowballing, the researcher asks each of the respondents to name other people who are in 
the same area who may be included in the study Neuman, 2003: 214).   
  
Snowball sampling the participants may direct the researcher to other participants they 
know who may share their views (de Vos, et al., 2002).  According to Emmel (2013:122) 
snowballing sampling assists the researchers obtain referral of other participants from the 
participants. Furthermore, Emmel (2013:120) states that snowballing sampling does not 
attempt to be representative of the population. The researcher asked participants to 
identify potential participants they know who are not their friends and whom they have not 
worked closely. The criteria for including the participants in the study are discussed below.   
 
3.4.1.1 Inclusion Criteria  
The following inclusion criteria were set out prior to attempting to obtain participants: 
Participants had to own construction organization in the general building and civil 
engineering sectors. The reason is that these sectors are the biggest in the South African 
construction industry (Statistics South Africa, 2007).  Furthermore, the participant’s 
organizations had to be emerging contractors. The following section will provide detail of 
the participants who took part in the study. Emerging contractors are those contractors 
who usually carry out small projects that are not profitable for the established contractors 
(Murray and Buiden, 2001: 34). 
 
46 
 
3.4.2 Research Participants  
The researcher aimed at getting participants to partake in the study with the purpose of 
expanding knowledge in the field and not stipulating the views of the participants and 
generalizing them to the population. Five participants who have been involved from both 
the civil engineering and the general building construction sectors were interviewed. The 
methods utilized in order to collect data are discussed below. The participants had to have 
completed at least one project for the government as the study focuses on payments by 
the government.  
 
3.5 Research Measuring Instruments  
Data collection refers to the specific steps taken in order to obtain data from the research 
participants (Cone & Foster 2006: 78).  In the following section data collection tools utilized 
in the study are described. The first tool was research interviews and this is discussed 
below. 
 
3.5.1 Research Interviews  
de Vos et.al (2002) indicates that no other data collection method is more popular than 
interviewing as a method of collecting data when carrying out qualitative research. In 
interviews, participants are free to express own views with minimal influence by the 
researcher (Heaton, 2004; de Vos et al., 2002; Cresswell, 2013: 35).  In the current study 
the researcher wanted to afford participants the opportunity to share their world view. The 
type of interviewing utilized is semi structured and will be discussed below.  
 
3.5.2 Semi-structured Interviews  
According to Cresswell, (2013:63) semi-structured interviews are used in order to gain an 
understanding of participant’s descriptions of their own circumstances. A semi-structured 
interview has structured limited questions and allows for new questions to be asked during 
the interview (Cresswell, 2013:63). In the study the researcher prepared four main 
questions and the researcher probed for more information during the interviews and 
additional questions were asked as the need arose in the interview.  
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Wengraf (2001) indicates that in semi-structured interviews most of the responses cannot 
be predicted. This then leads to the importance of having an actively involved researcher 
who is able to probe when the need arises. The researcher was prepared in the 
questioning through the four main questions, literature reviewed in the study and the 
researchers experience in working in a field that involves interviewing people in order to 
obtain data. Furthermore, the researcher utilized open ended questions and he tape 
recorded the interviews.  This allowed the researcher to be present in the interview fully as 
he did not worry about losing valuable information.  Open-ended questioning will be 
explained in the sub-section below.  
 
3.5.3 Open-ended Questioning  
The reason researcher asks questions that do not require a yes or no response is that the 
questions allow the participants to think openly and broadly about the issue and they are 
able to answer in any form they chose (Wengraf, 2001:145).  Neuman (2003:278) is of the 
view that open ended is better suited for use in qualitative research that is explorative in 
nature.  The researcher elected to use this type of questioning due to the limited nature of 
research in the area.  
 
3.5.4 Research Questions  
The researcher made use of four guiding questions in the interviews; furthermore, the 
researcher probed the participants for further information whenever necessary.  Find 
attached the interview questions on Appendix A. The following section will highlight the 
steps taken by the researcher to analyse the data that was obtained in the study.  
 
3.6 Data Analysis 
Hesse-Biber & Leavy (2011:202) indicates that qualitative data analysis is described by 
Tesch as any information that is obtained by the researcher and is not expressed in 
numbers.  Conversely, Creswell (2013:59) describes qualitative data analysis as a spiral 
process that is not fixed but is a continuous process. The authors’ description of data 
analysis is indicative of the complexity of the qualitative analysis process, one which does 
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not have structured and steps.  Furthermore Creswell (2013:59) asserts that there is no 
single correct method in the analysis of qualitative data, the choice of an appropriate 
methods of analysis is dependent on the purpose of the study. Below is a detailed account 
of how the researcher made sense of the data collected in the study.  
  
The researcher utilized Tesch’s qualitative analysis steps stipulated in Hesse – Biber & 
Leavy (2011: 203-207) to analyse the data and the steps taken in this regard are detailed 
below. The researcher typed all the transcripts from the tape recorder verbatim. The 
researcher then read all the research carefully and ensured that he understood everything 
in order to gain sense of the whole. When all the information was read, the researcher 
selected one interview that was found to be more representative out of the entire set of 
interviews. This interview was re-read and all the relevant portions of the data were 
separated from the interview context. The researcher accomplished this by writing 
summarised descriptions of the separated portions on the margins of the page.  
 
The researcher then re-read each interview and noted relevant portions; topics were then 
listed from the portions and any information that was deemed unnecessary to the topic was 
discarded.  Similar categories from the various interviews were then grouped and the data 
was then aggregated and put together and analysed. Finally, in instances where it was 
necessary to go back and repeat the steps in order to gain more meaning of the data, this 
was done.  Certain steps to ensure that the data analysed was authentic are discussed 
below.   
 
3.6.1 Data Verification 
 
3.6.1.1 Guba and Lincoln Model of Trustworthiness  
Several authors are in agreement that in qualitative data results cannot be generalized to 
the various populations researched (Wellman & Kruger, 2000; Sekaran, 2000). Although 
qualitative data is not meant to be generalised, it is important to ensure that such data is 
accurate and appropriate (Lincoln & Denzin, 2003: 300). In the study, the researcher 
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utilized Guba and Lincoln׳s model of trustworthiness as a measure against which data was 
verified.  
   
3.6.1.2 Truth Value  
Truth value is concerned with whether the researcher has established truth in the findings 
applicable to the context of the study.   This is usually verified through allowing the 
research participants the opportunity to check data following analysis by the researcher in 
an attempt to allow participants to check whether analysed data reflects what the 
participants discussed (Lincoln & Denzin 2003: 156). In the current study each participant 
was given the interview transcript on completion of analysis in order to ensure that the 
transcripts were reflective of the discussion with the participants. Any data deemed to be 
different was changed to reflect what the participant agreed to. The second principle of the 
model is discussed below. 
  
3.6.1.3 Applicability  
Applicability is concerned with determining the extent to which the findings of the study can 
be applied to other contexts with different research participants (Lincoln & Denzin, 2003: 
172). Furthermore, studies and research done on similar groups but different participants 
were to verify the results. Consistency is highlighted below.  
  
3.6.1.4 Consistency 
Consistency is concerned with obtaining similar results in instances where the same study 
is repeated with the same or other participants (Lincoln & Denzin, 2003:51). The 
researcher was supervised by an experienced researcher in the construction and 
development fields who ensured that the research design and methodology ensured 
consistency.  The final criterion of Guba and Lincoln’s model is discussed below. 
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3.6.1.5 Neutrality  
Neutrality evaluates whether the results are a result of the participants and not those of the 
researcher or any other potential biases (Lincoln & Denzin, 2003: 172). The authors 
indicate the importance of applying conformability in ensuring neutrality. Conformability can 
be achieved through; audit, triangulation, and reflexivity. The researcher achieved 
conformability through audit. Auditing is performed to ascertain the soundness of data 
(Lincoln & Denzin, 2003: 141).  An experienced independent researcher and supervision 
by an experienced researcher previously employed by Nelson Mandela Metropolitan 
University however currently employed by University of the Free State were executed in 
order to audit the data. The following sections highlight steps taken to ensure that the 
research was conducted ethically.  
 
3.7 Ethical Considerations 
According to Neuman (2006:130), the researcher ensures that all processes in the study 
are conducted ethically. The researcher undertook the following to ensure all processes 
were ethical: informed consent; this means that research participants are informed of the 
nature of the research, possible risks, and that they have not been coerced into taking part 
in research (Heaton, 2004:95). Participants were asked to sign a consent form that 
informed the issues discussed above. Please refer to Appendix B for the Nelson Mandela 
Metropolitan University Research Ethics Committee consent form.   
 
Anonymity means that research participant’s identity is not disclosed and any variable that 
could identify participants is removed from the study (Creswell, 2013: 145). The names or 
any other characteristics that could be used to identify participants were removed from all 
documents. Confidentiality refers to keeping any information that could harm research 
participants confidential (Heaton, 2004:104). In the study all information that could identify 
the participants was not identified. 
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3.8 Conclusion 
The research design, methodology, verification and ethical considerations undertaken 
were discussed in this chapter. The study was qualitative, snowballing sample was used 
as the way in which participants were identified. The participants were interviewed from a 
semi-structured perspective that made use of open ended questions. 
 
Construction industry has received research attention; however, very little research has 
gone into the repercussions of late payment in the industry on emerging contractors. This 
factor led to a need by the researcher to select a research methodology that would enable 
the study of this relatively untouched area. The methodology used enabled the researcher 
to draw inferences from the participants that could inform future research to be more 
representative.  
 
The chapter also detailed ways in which the researcher utilised participants to identify 
other participants for example through snowballing. All the practical aspects of conducting 
and analysing the research were highlighted in the chapter.   
 
The researcher will then explain the most research findings of the study in the empirical 
study chapter. These findings will be supported and /or disputed through the use of extant 
literature. 
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CHAPTER 4 
 
4 EMPIRICAL STUDY 
4.1 Chapter Preview 
The previous chapter highlighted methods utilised in order to conduct this investigation. 
The purpose of the study was to investigate the implications of late payments by the 
government on emerging construction contractors. This chapter discusses the results of 
the empirical study.  As stated in chapter one, emerging contractors generally face high 
failure rates. This is a concern in both the construction industry and the South African 
economy as these contractors are vulnerable in terms of experience, financial stability and 
recognition in the field. Furthermore, the construction industry is known for having clients 
and employers who do not pay on time. This study uncovers feedback from the emerging 
construction contractors regarding the impact of late payments on their businesses. 
 
All findings of the empirical study were coded into themes utilising qualitative analysis 
steps discussed in the previous chapter. The themes are verified against existing literature. 
Table 4.1 summarises the research methodology utilised in the study. 
TABLE 4.1: SUMMARY OF RESEARCH METHODOLOGY 
 Approach & 
procedures 
followed 
Clarification / meaning Research Information 
1 Methodology What approach will you use to do your 
empirical study and why? 
 The study is conducted within a qualitative 
research framework as it aimed to promote an 
understanding of human functioning. Qualitative 
research attempts to uncover people’s 
understanding and conceptualization of their 
own lives (Heaton, 2004:51). In qualitative 
research participants are given an opportunity to 
share their own life experiences as the 
researcher does not impose any of his or her 
views or ideas on the participants or the views 
that they provide in the research (Picciano, 
2004: 34). Qualitative research further allows 
researchers opportunities for creativity as 
researchers often have to develop their own 
designs using a few available strategies as a 
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guide (de Vos, Strydom, Fouché, and Delport, 
2002: 46).   
2 Target Population From whom & where will this data be 
collected from? (source) 
CIDB registered emerging construction 
contractors (Grade 2CE PE – Grade 4CE PE 
and Grade 2 GB PE – Grade 4 GB PE) from Port 
Elizabeth and East London operating their 
businesses around Eastern Cape. The grade for 
each contractor was verified by the researcher 
online on CIDB. 
3 Sample size How many participants or Participants 
in your study? 
Five Participants that were currently operating 
their business in Eastern Cape and have been 
awarded a construction contract/project from the 
government previously. 
4 Sampling method(s) What techniques for identifying and 
choosing participants? 
Non-probability sampling using snowball 
sampling. 
5 Data collection 
instrument 
What did you use to collect the data? Interviews using semi structured interviewing. 
6 Methods of data 
analysis 
How will you analyse the data? Qualitatively using main themes and sub 
themes. 
7 Ethics What ethical considerations did you 
take? 
All participants gave consent and confidentiality 
on the participants’ information is ensured. 
Source: Adopted from CIDB (2008), Heaton (2004), Picciano (2004) & de Vos et al (2002) 
 
4.2 Demographic Information 
 Table 4.2 below depicts demographic information of the 5 research participants in the 
current qualitative study. 
 
Table 4.2: Demographic Profile of Empirical Study Participants 
 Participant 
No. 
Language 
Fluency  
CIDB Grading  
General Building 
(GB)  
Maximum 
Tendering 
Amount GB 
CIDB Grading  
Civil Engineering (CE) 
Maximum 
Tendering Amount 
CE 
Participant 1 IsiXhosa & 
 English 
4GB R4 000 000 2CE R650 000 
Participant 2 IsiXhosa &  
English 
2GB R650 000 3CE R2 000 000 
Participant 3 IsiXhosa & 
English 
2 GB R650 000  4CE R4 000 000 
Participant 4 IsiXhosa &  
English 
3GB R2 000 000 4CE R4 000 000 
Participant 5 IsiXhosa &  
English 
4GB R4 000 000 3CE R2 000 000  
Source: Adopted from CIDB (2008) 
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The Participants reflected from table 4.2 above were 5 males fluent in both IsiXhosa and 
English and were all operating their businesses in the Eastern Cape. The interviews were 
conducted in English. The interviews lasted ranging between 30 minutes and 60 minutes 
and were guided by the underlying core research questions asked and the willingness of 
the participants to express them without interruption.   
 
4.3 Data Presentation, Interpretation and Analysis of Results 
The researcher utilized Tesch’s qualitative analysis steps listed in Hesse-Biber & Leavy 
(2011: 203) to analyse the data and the steps taken in this regard are detailed below. 
Following the process of recording the interviews the researcher typed all the transcripts 
from the tape recorder verbatim. All the transcripts were read carefully in order to ensure 
comprehension of all the interviews. After all the information was read, the researcher 
selected one interview that was found to be more representative out of the entire set of 
interviews. This interview was re-read and all the relevant portions of the data were 
separated from the interview context. The descriptions of the separated portions were 
summarised on the margins of the page.  
 
The researcher then re-read each interview and noted relevant portions; topics were then 
listed from the portions and all unnecessary information was discarded. Similar categories 
from the various interviews were then grouped and the data was then aggregated and put 
together and analysed. The researcher re-visited the data again in instances where 
clarification was required.  
 
The Participants sometimes used IsiXhosa words in trying to express themselves freely 
and the researcher did not have a problem with this as it was agreed at the start of the 
interview. This enabled the researcher to identify explanatory concepts, prevalent themes 
and patterns and the ways in which these were woven together to create the narrative. The 
various aspects identiﬁed in the data were coded and grouped into themes and 
subthemes. The themes are tabulated in Table 4.3 below and a detailed explanation of 
each theme and sub-theme is provided further in the chapter. 
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      Table 4.3 Emerging Themes and Sub-Themes: 
THEMES  SUBTHEMES  
 
 
 
THEME ONE: Factors affecting payment 
 
a) Use of own capital at the initial phase 
b) Public Works and public partnerships   
c) Payment Orders 
d) Different payment time-frames by different  government 
departments  
e) Payments via Engineering consultants   
 
THEME TWO: Late payments 
a) Timeous payments  
b) Delayed payments  
 
 
THEME THREE: Reasons for payment delays  
 
a) Public Works Public Partnerships  
b) Non-qualified government employees  
c) Poor Financial Management  
d) Bad payment attitudes among government employees 
 
 
 
 
THEME  FOUR: Implications of late payments  
 
a) Demotivated  workers  
b) Broken relationship with suppliers  
c) Project Delays  
d) No Cash flow  
e) Poor credit rating  
f) CIDB Rating  
g) Difficulty securing jobs in future  
h) Business shutdowns 
 
 
THEME FIVE:  Mitigation Measures   
 
 
a) Construction stakeholders to abide by the contractual 
obligations  
b) Delay Claims  
c) Improved financial management  
d) Communicate expected payment delays  
  
Source: Adopted from Ansah (2011) 
4.4 Emerging Themes in the Study 
 
4.4.1 Theme One: Factors affecting payment  
The following sub-themes emerged from theme one: use of own capital at the initial phase 
of contracts, Public works and public partnerships; payment orders; different payment time-
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frames by different government departments. The following section details the sub-themes 
that emerged from the current theme.   
 
4.4.1.1 Use of own capital at the initial phase of contracts 
The construction industry requires that contractors carry out the works and then claim, this 
makes the accessibility of capital significant and payment becomes paramount. This is 
especially so for emerging contractors who often do not have reserve of funds. According 
to Elazouni and Metwally (2007), the contractors often procure the necessary cash to 
finance projects by establishing bank credit lines.  
 
When asked to share their experiences regarding late payments from the government the 
current sub-theme became evident. Some of the participants indicated that they often need 
to work and then get paid and none of the participants provided contrary information.   
 
Participant 2 stated that "you are required to have capital to start a project until the first 
payment, from the first payment the project will be running itself with its own funds".  
 
Participant 4 supported the previous participant and echoed" It is assumed that your first 
month as a contractor you do not expect payment you are doing the project at your own 
cost you are doing the project at your own expense".  Participant 5 further agreed with 
fellow participants and indicated that “the business requires cash coming in order to 
operate and pay its creditors and workers. The very important thing to me is that if the 
government tells me I will be paid after a month"  
 
The three Participants quoted above indicated that utilising own funds to start construction 
works puts pressure on them as emerging contractors and they depend on the first 
payment to carry them through. This is inferred in (Martiz, 2012, & CIDB Payment Practice 
Notes 19, 2009) who indicate that the South African construction industry makes use of 
interim payments, these are payments made to the contractor prior to the completion of the 
project. However, in order to claim for the first payment the contractor must complete 
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agreed portion of the works. Below is the second sub-theme that transpired from the 
current theme.  
 
4.4.1.2 Public works and Public Partnerships   
The Departments of Public Work's mandate is “To be the custodian and manager of all 
national governments’ fixed assets, for which other legislation does not make another 
department or institution responsible. This includes the determination of accommodation 
requirements, rendering expert built environment services to client departments, the 
acquisition, maintenance and disposal of such assets." (Department of Public Works, 
2009: 1). According to the department’s mandate the department oversees the 
construction projects of other government departments.  
 
In the study the majority of the participants expressed the following views in relation to 
projects conducted by other departments in conjunction with Department of Public works 
(DPW): Participant 1 indicated “when conducting the works where public works is involved 
you will find that the payment is submitted to DPW, from public works it must go to the 
other department and that department takes its own time of circulating before it can be 
paid”.  
 
The same Participant indicated another challenge; “It’s the department of health who is 
paying, it’s not the department of public works whereas you are directly contracted to the 
department of public works not through health".  
 
Participant 4 stated: 
"We had a contract with the Department of Public Works which on the other hand the 
contract was not basically for Public Works but it was for the department of Education but 
because Public Works is the one doing the implementation where we were given a four 
months contract we ended up getting to the to the completion date without being paid." 
 
Participant 5 stated “You see public works is responsible for most government institutions’ 
maintenance. As a result two departments are involved. One Department has to send it to 
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Department 2 after all the approval from Department of Public Works. Final approval and 
then the payment will be made"  
 
According to (Azzakani, 2014:1) the Deputy Commissioner of the Department of 
correctional Services (DCS) has asked for authority to obtain the budget for construction 
works in prisons citing poor management of projects by Public Works following bankruptcy 
of contractors supplying the construction works. National treasury has reportedly approved 
96 posts for DCS so that DCS can oversee own projects. Payment Orders are discussed in 
the next part.  
 
4.4.1.3 Payment Orders 
An order refers to “an official written order issued for the supply of goods or works or the 
rendering of a service” (Parliament of the Republic of South Africa, n.d.: 5).  
Additionally, payment orders are often used to pay fee agreements to consultants and to 
contractors after signing of the project contract and usually contain conditions for the 
payment to be met such as successful completion of contract requirements (Wikipedia, 
2011). The participants in the study agreed with the statements above in the following 
manner.  
 
Participant 1 stated: 
“There is no way you can work without an order, if there is no order you don’t work to  
prevent a situation where you will work whereas you are not going to get paid ”.  
Participant 5 was quoted saying:  
“They were complaining about their shortage of funds and the funny thing was that the 
order was provided before we could start with the job.". The subsection below will detail the 
next sub-theme.  
 
4.4.1.4 Different time frames for different government departments  
The literature reviewed does not indicate a universal standard time frame of payment 
although it is stated that contractors are generally paid between 10 and 120 days. 
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According to Carmichael and Balatbat, (2010); Chen (2011); Chen et al., (2005); Chen 
(2012) that there is little behavioural analysis of supply chain payment terms that exist. A 
few studies do clarify contractor behaviour concerning payment lag, component, and 
frequency variables but these studies focus mainly on owner-contractor or contractor-
supplier dyads (e.g. Chen, 2011; Chen et al., 2005).  
 
It is important to note that the South African government offers guidelines regarding the 
payment of its creditors; however, government departments are at liberty to decide 
contractually on the number of days prior to payment of a submitted invoice. According to 
(South Africa, 2000: 22) " Unless determined otherwise in a contract or other agreement, 
all payments due to creditors must be settled within 30 days from the date of a statement 
which reflects all invoices, payments and credits and, in the case of civil claims, from the 
date of settlement or court judgement ".  
 
The majority of the Participants indicated knowledge that government should stick to 
specified time frames and the quotes below demonstrate this.   
 
Participant 1 said: 
"There is an agreed time that we supposed to get the payment, within 30 days,", "That’s 
what is supposed to happen but it doesn’t happen like that".  
Conversely, Participant 5 agreed "My understanding was that they are supposed to be paid 
within 30 days of submission of a certificate but you battle to find a Department that can 
easily do so".  
In contrast, Participant 2 stated, “They differ with contracts, I mean some of them will state 
the 14 days, some of them will give you 30 days but I think with the government that’s quite 
rare. The 30 days but nonetheless they go over 30 days but contractually they will give you 
a 14 day period unlike some, I think there are some who will say payment process within 7 
days and some will have specific payment dates”. 
Participant 4 added: "you expect at least that certificate would be paid within 21 days more 
specifically within the regulations of the Department of Public Works within 21 days but in 
this instance it never happened like that"  
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The participants have given an indication that departments make contractors aware of the 
30 day rule, 30 days is the highest number of days mentioned above however, other 
contractors mention fewer days. (South Africa, 2000: 22) “Unless determined otherwise in 
a contract or other agreement, all payments due to creditors must be settled within 30 days 
from the date of a statement which reflects all invoices, payments and credits and, in the 
case of civil claims, from the date of settlement or court judgement ". The number of days 
allowed is in line with the regulations, however the participants above indicate that 
government does not always go according to the stipulated days when paying. The final 
sub-theme that emerged from the current theme is Payments via Engineering Consultants 
and this is discussed below.   
 
4.4.1.5 Payments via Engineering Consultants  
A Consultant is “a professional person appointed to provide technical and specialist advice 
or to assist with the design and implementation of projects and/or programmes” (National 
Treasury: Republic of South Africa. 2014:2).  
 
Motawa et al., (2008: 147) indicate that the traditional practice in the construction industry 
is for the contractor to price the products and services provided based on unit rates and 
quantities. The contractor is paid monthly and the value of these payments is determined 
by agreement between the engineers responsible for planning the project, the contractor, 
and the employer. The participants explained the relationship between contractors and 
consultants with specific reference to the impact on payment by the government.  
Participant 1 was quoted saying: "We first put in an invoice to the consultant; the 
consultant takes its own days to submit the payment to the client. The department takes its 
own time to pay us because there is too much signing which is involved in the payments 
and you will find in some departments". According to this participant the relationship 
hampers prompt payments. 
Participant 5 said:  
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“We would not have the problems of delays in the project itself or payments or if it is 
difficult they can also use consultants, the engineers to be part of the account so that it 
may be three parties involved in the project that may approve payment”.  
 
CIDB (2010) supports the participants above by stating regarding consultant involvement 
in the payment process. According to (CIDB, 2012:7) Employer’s (government) utilise 
consultants in two phases of payment; certification and authorisation. The CIBD, sets time 
frames for consultants to complete their functions and hand over claims for processing, the 
following theme; late payments is discussed in the section below.  
 
4.4.2 Theme Two: Late Payments   
Late Payment is defined by Harris and Mcaffer (2003) as failure of a client to pay within the 
period of honoring of certificates as provided in the construction contract. 
Maritz (2007) indicates that the South African construction industry is faced with an 
enduring problem of late payments by government departments and this has far reaching 
effects. In spite of the guidelines by (South Africa, 2000:22) to government departments to 
pay within 30 days or times stipulated in contracts, the majority of payments to in the 
construction  industry are delayed. This is supported by CIDB (2008) stating that the 
construction industry indicators in 2008 revealed that 42 % of payments by clients were 
made within 30 days of invoicing, 51% between 30 - 90 days and 7% over 90.  
CIDB (2013:5) (CIDB construction indicators: summary results) indicates that another 
survey was conducted in 2013 where clients for 374 projects and contractors for 886 
projects from all Provinces were considered and the results were as follows: 43% 
payments were made within 30 days of invoicing, 51% between 30-90 days and 6% over 
90. Thus indicates that over a five year period (2008 – 2013) the situation remained almost 
the same with a slight improvement of 1% for payments made within 30 days.  
 
The current theme will explain the participants’ own lived experiences of payments by the 
government. Specific reference will be made to actual payment times in order to 
comprehend whether or not payments are delayed by the government. The following sub-
themes emerged from this theme; timeous payments, and delayed payments.  
62 
 
  
4.4.2.1 Timeous Payments  
The construction industry is notorious for delays in payments; however, this does not mean 
that all payments from clients in the industry are delayed.  According to CIDB, (2008) 46% 
payments made by government to contractors were done so within 30 days. The 
participants in the study made reference to the fact that although late payments are a 
major concern; some payments are paid in due course.  
 
Participant 2: 
“I have experiences with government departments more public sector, and the 
municipalities, the ones with my experiences I have never incurred a strenuous delay, it 
would be up to 14 days at the latest of which I believe it’s somewhat within the agreed 
period”.  
 
Participant 5 added:  
“In that tender the municipality was taking less than one week to pay for all our payment 
certificates and claims, we managed to pay all our suppliers on time and saved on plant 
hiring and labour as the work was completed in a shorter period.”   
 
Participant 4 said,  
“With regards to my previous contracts payment wasn’t late you know, we never suffered 
any issues of late payment till recently I think this year beginning.  
 
It is important to note that not all is negative in government payment, three out of five 
participants had at one point or another received payment on time. The participant 
supports CIDB (2008) that stipulated that some government payments were made 
timeously, 46% of such payments were made within 30 days. This provides the 
government opportunity to enhance already good systems that enable timeous payments. 
The subtheme delayed payments is discussed in the following sub-section.  
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4.4.2.2 Delayed Payments  
Late or delayed payment occurs when a client fails to honor certificates provided in the 
construction industry by failing to pay within the agreed period (Harris and Mcaffer, 2003). 
CIDB (2010) put late payment in context in the South African and indicates that in South 
Africa there exists a culture of chronic delayed payments. The participants demonstrated 
their own experience of the chronic culture of delayed in the following quotations.  
 
When asked about payment experiences Participant 1 stated: “the project was supposed 
to be 8 months and the letter was saying 8 months the job was R2.8 million, we only got an 
order of 400 000 after 6 months they come up another order of R1.6 million then after a 
year to wait until we get the balance that is R800 000, we continued the work, that job took 
2 and a half years instead of 8 months as it was on the contract.  
 
Participant 3 added:  
“That project for 2007 for example I finished it in 2008 I got my last payment just last year 
2011”. “I finished in 2010; I haven’t got the final account ever since till now”. 
Participant 4 indicated: “we were given a four months contract we ended up getting to the 
completion date without being paid any. So in other words it ran for almost four months 
without any pay.  
 
Participant 5 said: 
“The time it took to finalize the payments was about two to three months”. The same 
responded indicated: “in general government just doesn’t pay on time. I don’t know how 
many times I follow up on a payment”.  
 
One out of five participants said: I have never incurred a strenuous delay, it would be up to 
14 days at the latest of which I believe it’s somewhat within the agreed period basically 
yes”. Participant 2.  
 
 Participant’s accounts on this sub-theme made evident the experience of late payments 
by emerging contractors. CIDB, Practice notes 19 (2009: 3) makes reference to the ability 
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of contractors to charge interest for delayed payment. However, Maritz (2012) found that 
72% consultants and 74% contractors surveyed in the study never charge interest for 
delayed payments.  
 
It is important to note that although CIDB (2008) stated that late payments accounted for 
51% of payments and that the delays ranged from 30 days until 60 days, In the current 
study four of the five participants had at some point experienced payment delays and in 
the study delays ranged from 2 months until four years. One respondent’s claim is 
reportedly not paid since 2010. The researcher does not intend to generalise these 
findings as the study is qualitative in nature and not generalizable. The following theme is 
called Reasons for payment delays. The next section is based on this theme.   
 
4.4.3 Theme Three: Reasons for Payment Delays  
Ansah (2011: 27) conducted a study with contractors, subcontractors, and clients; this 
study aimed at uncovering causes and effects of delayed payments for work done in the 
Ghanaian construction industry. The results of the study showed the following; client-
related factors were the highest ranking group of causes to contractors in the study. The 
contractors in the study cited the following factors; poor financial management by the 
client; poor financial sources/conditions by the client; wrongfully withholding payments 
resulting from bad payment attitudes among the client’s employees.  
 
On the other hand, Alaghbari et al (2007: 199) ranked the main reasons for delayed 
payments by the client in the manner detailed below; financial problems and slowness in 
making decisions; Contract modiﬁcations; Lack of coordination with contractor; and Lack of 
working knowledge. There are some key differences in the in the reasons cited in the 
papers sourced above, however, there is some overlap in some of the factors.  
 
The researcher utilised the factors indicated above to explain and contrast the results in 
the current theme. The subthemes that emerged in the study include; public works public 
partnerships; non-qualified government workers; poor financial management; bad payment 
attitudes among government workers.  
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4.4.3.1 Public Works Public Partnerships  
As indicated in a previous sub-theme, the Department of Public Works is expected to 
oversee the construction projects of other government departments. Some of the of the 
participants in the current indicated the merge of Public Works and one other department 
as one of the factors that lead to delayed payments. This was incurred in the following 
quotations:  
 
Participant 1 indicated that:  
“The department of public works then takes its own weeks to submit to department of 
health if the job is for health, then also department of health it takes its own time you know 
to pay to come up with the payments”. The Participant added that “It takes over a month to 
for the process to be complete; it takes over a month after six weeks or seven weeks”.  
 
Participant 4 supported this view:  
"We had a contract with the Department of Public Works the contract was not for Public 
Works but it was for the Department of Education but because Public Works is the one 
doing the implementation we were given a four months contract we ended up getting to the 
to the final I mean to the completion date without being paid any even first certificate was 
delayed so in other words it ran for almost four months without any payment." 
 
Participant 5 added: 
“You see public works is responsible for most government institutions’ maintenance. The 
chain becomes too long from both departments having various people that must sign 
before approval; this delayed a lot of processes. The Participant added that “The time it 
took to finalize the payments was about two to three months”.  It appears that having two 
departments in the project prolonged the payment processes for the Participants. 
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4.4.3.2 Non-qualified Government Workers 
South Africa (2008:4) refers to occupational qualification as “a qualification associated with 
a trade or profession resulting from work-based learning. The qualification consists of 
knowledge unit standards, practical unit standards, and work experience unit standards”.  
 
The definition stated above highlights components required for one to be qualified for an 
occupation. In the study the participants indicated that lack of qualification for one’s job and 
experience were some of the factors that led to delays in payment. Participant 2 mentions 
that “there’s a lot of nepotism going around, they employ their friends, a friend sometimes, 
and actually I have cases that I know of people being employed with no experience or 
qualifications”.  
Additionally, Participant 5 supported Participant 2 and said: “Some of these departments 
are using interns and they work on their own with our payments, most of them don’t know 
what to do”.  The participants are supported by Alaghbari et al., (2007) who sited lack of 
working knowledge by the project owner as a cause of payment delays. Poor financial 
management is discussed below.  
 
4.4.3.3 Poor Financial Management  
Correia, Flynn, Uliana, & Wolrmald (2007:1-29) indicate that the two disciplines closely 
linked with financial management are accounting and economics. The authors further 
stipulate that the success of any business is dependent on the application of financial 
strategies and ways in which business funds are employed (Correia et al, 2007: 1-3). 
 
Both Ansah (2011) and Alaghbari et al., (2007) found poor financial management by the 
employer is of the factors that lead to delays in the payment of contractors. The majority of 
the participants in the study cited finances as a causal factor for delayed payments. The 
following passages demonstrate this.   
 
Participant 3 stated: “They said they had no funds and the money was used for other 
things, we put all our effort in doing this job and the last thing we don’t get is our money”.  
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In support participant 1 added: It’s the time when they award the contract and they know 
very well that they don’t have enough money they have shortage of funds”.  In support of 
the two other fellow participants, Participant 5 said: “They were complaining about their 
shortage of funds and the funny thing was that the order was provided before we could 
start with the job. My understanding was that they are supposed to pay within 30 days.” 
 
This sub-themed is closely linked to both Ansah (2011)’s findings that poor financial 
management leads to payment delays, and Alaghbari et al., (2007)’s financial problems 
and slowness in decision making as a reason for delays in payment. The sub-theme Bad 
payment attitudes among government employees are discussed below.  
 
4.4.3.4 Bad Payment Attitudes among Government Employees 
According to Eagly & Chaiken (2007: 598) an attitude is “a psychological tendency that is 
expressed by evaluating a particular entity with some degree of favour or disfavour”. Ansah 
(2011) found that bad employee attitudes are one of the causes for delayed payments. The 
participants shared this finding below.  
 
Participant 2 stated: “I have discovered that sometimes those payments are delayed not 
because there is no way of doing them but because some of these officials have just 
decided not to do their jobs or be diligent in what they are doing, they have chosen to do it 
whenever it’s pleasing to them”.  
 
Participant 5 agrees with their counterpart above. The participant stated: “I don’t know how 
many times I follow up on a payment and you find that someone is playing cards game or 
computer games”. Furthermore, the participant indicated “You beg the government officials 
to speed up their processes but they don’t do anything and instead they will tell you that it 
is sitting on my desk and I will take care of it.” 
 
The current theme supports more factors from Ansah (2011)’s study in Ghana that showed 
that the following factors were key in causing payment delays;  poor financial management 
by the client; poor financial sources/conditions by the client; wrongfully withholding 
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payments resulting from bad payment attitudes among the client’s employees. The 
Participants made reference to all of these factors and a few other factors. The parallels 
were poor financial management, wrongfully withholding payments resulting from bad 
attitudes by staff (Poor attitudes by staff).  
 
While the current study supported most the factors mentioned in Alaghbari et al., (2007) s’ 
factors, a lot of other factors indicated by the researchers did not feature in the study. The 
factors that were present in both the results of the current study and Alaghbari et al (2007) 
factors were financial problems (financial decisions making); and lack of working 
knowledge. The current study featured only one aspect absent in the Alaghbari et al (2007) 
and that is Public Works Public partnerships.  The fourth theme that emerged from the 
study is discussed in detail in the next section.  
 
4.4.4 Theme Four: Implications of Late Payments  
According to Oxford dictionaries (2012: 1) the term implications is synonymous with a likely 
consequence of something. The current theme focuses on likely consequences of late 
payments as experienced by the participants in the current study who are all emerging 
contractors. CIDB (2010: 2) indicated the following devastating results of late payments in 
construction “Poor payment practices in the construction industry give rise to substantial 
additional financing and transaction costs. More importantly certainty over how much and 
when payment is made builds trust between supply team members and underpins 
collaborative working to achieve value for money projects for clients”.  
 
Subsequent to asking the participants questions on their experiences with payments that 
led to probes that gave rise to areas such as reasons for delayed payments, the 
researcher asked all participants to share their views on the implications of late payments 
with specific reference to their lived experiences of these implications.  The following sub-
themes emerged from the responses; demotivated workers; broken relationships with 
suppliers; project delays; no cash-flow; Construction Industry Development Board (CIDB) 
ratings; difficulty securing jobs in the future; business shutdowns. The theme from which 
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these sub-themes are underpinned: is called Implications of late payment. The first sub-
theme is discussed next.  
 
4.4.4.1 Demotivated  Workers 
According to Kroth (2007: 15) Motivation is made up of factors that energize, direct, and 
sustain behaviour. It is important to note that the absence of the above factors leads to 
demotivation. According to (Potter, Bigley & Steers., 2003) although money is not the only 
motivator for workers money is crucial to most workers. According to (Barg, Ruparathna, 
Mendis, Hewage, and 2014:11) very few studies focus on the motivation of construction 
workers. However, all the five participants in the study unanimously cited demotivated 
workers as a consequence of non-payment.  
 
Participant 1 said: “Should you not get this payment the workers don’t want to work, they 
don’t want to carry on working, and it demoralizes that spirit of the workers not to produce 
good results in terms of the job. Participant 2 supported the views and indicated : “I have 
staff I’m  paying now I will have to go and do an overdraft facility with the bank or maybe 
get a loan until the money is here, I have to pay so it means that it can it can slow down 
the project”. 
 
In support of the debilitating nature of non-payment on worker motivation Participant 3 
stated: “You have to work without paying the labourers the labourers don’t understand why 
you don’t pay them. If you ask people to work for you and then you don’t pay them. They 
want cash upfront if you’ve got a job”.   
 
Participant 4 stated that: “You suffer the consequences of seeing the labourer leaving the 
site and striking and getting up in arms you know to fight”. Participant 5 mentioned that 
“The business requires cash coming in order to operate and pay its creditors and workers.” 
“You get toyi – toyi (protests) from the employees you lose good employees”.  
 
The participants are supported by Ansah (2011:5) who indicates that the pay when paid 
method that is commonly used by contractors in often a cause for conflict in the industry. 
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Furthermore, (Barg, Ruparathna, Mendis, Hewage, 2014:11) state that most studies have 
found that the most motivating factors for construction sector are economic in nature. The 
following subtheme is called broken relationship with suppliers and is discussed in the next 
part.  
 
4.4.4.2 Broken Relationship with Suppliers  
According to Ansah (2011:28) suppliers are contractually bound to provide goods and 
services to the contractors. Additionally, CIDB (2010) indicates that emerging contractors 
tend to rely on dominant suppliers of goods and services due to their poor financial status. 
Non-payment of these suppliers may lead to a halt in delivery of goods required to carry 
out construction works. 
 
 A good relationship with suppliers enables the contractor to obtain goods and materials 
with credit. The following are examples of ways in which the participants in the study 
explained that impact of delayed payments on suppliers of their goods.   
 
Participant 1 indicated that: “it creates mistrust against your suppliers as they will no longer 
trust you, your reputation is damaged.” Participant 3 added, “We’ve got bad reputation with 
the suppliers. We can’t get the material now because we can’t pay the suppliers. So if you 
want some material you must pay full amount”.   
 
In support, participant 4 said “you suffer the consequences of your account being blocked 
and not being able to do business again with those people”. Participant 5 added, “I 
remember, there was a plant hiring company that threatened us, this guy was saying he 
knows all the plant hiring companies around East London town and he said we will be 
known as bad payers or non-payers.”   
 
Some of these factors mentioned by the participants support the CIDB (2010)’s claims; 
assurance regarding payment amounts and exact time frames  for payments builds trust 
between supply team members and underpins collaborative working to achieve value for 
money. About four of the Participants reported that delays in payments led to mistrust by 
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suppliers and that this had dire effects for obtaining services in the future. The impact of 
late payments on project progress is discussed in the following sub-theme.  
 
4.4.4.3 Project Delays  
Delay of works seems to be common in the construction industry (Timothy, et al., 2005). 
According to Faridi and El-Sayegh (2006) construction delay is considered one of the most 
recurring problems in the construction industry. Abdul-Rahman et al., (2009) are of the 
opinion that financial difficulties faced by many contractors lead to delay in construction 
projects. This is because of the many changes that are made by project clients during 
construction. These changes lead to costs that were not initially budgeted for and these 
tend to slow the projects.  Delay in payment results in the slow progress on site, as many 
sub-contractors depend on the payment of the main contractor (Abdul-Rahman et al, 
2009). 
 
The South African Construction Industry is not immune to project delays. Emuze (2011:5) 
indicates that project delays linked to payment of contractors is on the increase with a 
steady growth noticeable with payment delays longer than 90 days.  
The researcher in the current study found that all the participants face delays in projects 
due to non-payment that are a result of delayed payment. The current study therefore 
supports Emuze (2011:5) s’ statement.  
 
Participant 1 shared an experience where the project took two and half years instead of 8 
months as a result of delayed payments. “The project was supposed to be 8 months,  we 
had to wait up until we’ve got the full order now you find out that job took 2 and a half years 
instead of 8 months”. Participant 2 supported this participant in the following statement “if I 
don’t get that first payment or any of the payments on time the work has to slow down and 
work slowing down incurs’’.  
 
Participant 3 added: “I got the project in 2007 and in 3 months’ time we didn’t get paid. We 
finished late”. Additionally, participant 4 stipulates the following “I currently have a project 
where I have a problem with completing due to late payments”. Experiences of the final 
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Participant did not deviate from that of fellow research participants. “In one project it took 
about seven months for a payment to be processed. The job was supposed to be done 
within 10 months but I’m still busy with it in the following year after 15 months instead 
(Participant 5). 
 
To contractors, delay is simply an additional liability as the construction period becomes 
longer; the longer period results in higher overhead costs and expenses. The entire 
contractor’s working capital may become trapped in one project hence the contractors 
whole existence may be jeopardised (Kharashi, and Skitmore, 2009). This is supported by 
Sweis et.al (2007) who states in Jordan, that financial difficulties faced by many 
contractors create delay in construction projects.  
 
Establishing a reasonable schedule that allows for unforeseen circumstances is a key 
factor in a running a successful construction project (Shumway et al, 2004). These 
unforeseen circumstances include payment delays. Unhealthy flow of cash is the next sub-
theme and is discussed below.  
 
4.4.4.4 No Cash flow  
Cash flow is defined as “an integrated, dynamic process that consists of reinforcing and 
balancing loops with delays” (Cui, et al., 2010: 364).  Cash flow management is one of the 
most critical issues for contractors. Bezelga & Brandon (2006:160) found that cash flow is 
one of the major causes of failure for small contractors. In South Africa these small 
contractors in South Africa are usually referred to as Emerging Contractors. 
 
Participant 2 states: “if any interruptions within that cash flow model has a lot of business 
on the running of the business itself. Everything in business runs with funds coming in 
especially us emerging contractors, it’s not like you have a pool of funds, if I don’t get that 
first payment or any of the interim payments during the project it will slow down the work”.  
 
One of the major causes of the cash flow crises is the instability and non-availability of 
universal payment methods in the industry. Any delay in the cash flow can essentially force 
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the general contractors or subcontractors to finance the project, which may ultimately 
result in the contractors ‘and/ or subcontractors insolvency (Timothy et al., 2005). 
Participant 4’s statement supports the assertions above. “The first implication that it has is 
the cash flow, cash flow problem and payments of labourers, of resources, of creditors as 
well where goods have been secured on credit.  The Participant added “you suffer the 
consequences of actually yourself closing the shop because you have no cash flow”.  
 
 Participant 4 said:  “You have cash flow problems, you borrow money from the bank, and 
you are not able to pay the loan because of late payments”. Participant 5 said: “You suffer 
so many consequences because of the cash flow problems. I think cash flow problems are 
the key in bringing us down as the emerging contractors. The very important thing to me is 
that if the government tells me I will be paid after a month, they must just do so.  
 
The notions of the participants are supported by Ansah (2011: 43) who studied the impact 
of delayed payments to contractors in Ghana. Ansah found that delayed payment leads to 
cash-flow problems for the contractors and impacts on the entire contract’s payment 
schedule. Additionally, Ansah (2011: 44) found that poor lack of healthy cash-flow results 
in contractor’s inability to complete projects timeously.  
 
According to Odeyinka and Kaka (2005) the problems with the ﬂow of cash along the chain 
of recipients has been formally recognized as, early as the 1960s when the Banwell Report 
noted the importance of prompt payments and the need for a procedure to secure the 
proper ﬂow of money. Odeyinka and Kaka (2005) further stated similar information three 
decades later; (Brennan, Hanahan, Nielsen, Spangler III, 2007:132) echoed similar 
concerns. Poor credit rating is the next sub-theme and this sub-theme is discussed below.  
 
4.4.4.5 Poor credit rating  
 Xanthopoulos and Nakas (2007) state that banks utilise the credit rating or credit scoring 
systems as  tools for decision making on loan granting and pricing, loan monitoring, 
business efﬁciency improvement and performance measurement. Furthermore, 
Xanthopoulos and Nakas (2007) indicate that the credit rating and the credit scoring have 
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discriminatory power and are capable of distinguishing sufficiently between obligors that 
are likely to default and those that won’t.  
 
According to four of the five participants in the study delayed payments have a negative 
impact on the emerging contractor’s ability to have good credit. As a result, the participants 
stated that they don’t get credit for future jobs from the suppliers and financial institutions.  
 
Participant 1 states, “It’s a bad thing now which happens to the contractor because you 
find out now that once your things have been returned there will be no more credit in 
future. Then that’s the first damage this late payment is harming us”. Participant 4 added, 
“You borrow money from the bank, and you are not able to pay a loan because of late 
payments, by the time you receive your money things have actually gotten worse”. 
“Wherever you apply for credit you must have references, your applications would be 
rejected from other suppliers because the people that you paid badly give a bad 
reference”.   
Participant 5 said, “It is not easy to get credit because we get black listed. You can’t get 
credit anywhere because they want cash upfront these suppliers, you know! When that 
money is finally paid later, it all goes to the creditors and it becomes difficult to continue 
with the project as in that situation we would have made loans with high interest rates to 
pay.  
 
The majority of the Participants are in agreement that delayed payments have on leads to 
these contractors unable to obtain credit. Inability to move higher in the CIDB gradings is 
discussed next.  
 
4.4.4.6 Construction Industry Development Board (CIDB) Rating  
According to South Africa (2000:20) “CIBD shall keep and maintain a register of the 
prescribed particulars of contractors who are registered with the Board and a registered 
contractor must, in writing, notify the Board of substantive changes of those particulars 
within 30 days. After such a change, contractor may apply to the Board to amend its 
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category status”. This means that the CIDB is the regulating body in South Africa’s 
construction industry.  
 
According to CIDB (2011) there are two methods of assessing registered contractors; 
Methods A & B.  Method A is based on the size of the contractor’s projects and finances, 
all grades within CIDB are subject to Method A assessment. Method A considers the 
following; the best annual turnover over two years immediately preceding the application; 
available capital funds; largest contract obtained over five years immediately preceding the 
application.  
 
Method B is based on available capital funds and the number of registered professionals 
employed and is only applicable for grades 5 - 9 (there are no turnover and track record 
requirements for Method B). The requirement for available capital and registered 
professionals for Method B is higher than the requirement for Method A when similar levels 
are compared (CIDB, 2011).   
 
According to CIDB (2011) emerging contractors are those contractors that generate 
revenue of up to R5 million mainly owned by previously disadvantaged individuals. The 
grading of these contractors is up to level 5 on CIDB grading system. However, grade 5 
contractors may tender up to R6.5 million according to CIDB (2009). Participants in the 
study all fall between Grades 2 and 4; this renders some of the participants subject to 
Method A and B. The Participants in the study indicated that delayed payments impacts on 
their CIDB ratings in the following manner:  
 
Participant 2 indicated: “if you look at the CIDB they have specific minimum available 
capital clauses there for upgrading to the next level, I may stay emerging longer than I 
should have only because payments are not being honoured on time”. 
Participant 3 added that “It’s affected me my company with CIDB because I couldn’t 
upgrade because my finance was not in my account because the department didn’t pay”. 
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 In support participant 4 said: above and said “there is a problem when you don’t complete 
a project your CIDB grading is affected. We were given a four months contract we ended 
up getting to the completion date without being paid any. So in other words it ran for almost 
four months without any pay.  
 
Three Participants are concerned that payment delays affect the CIDB rating. They 
indicated that the contractor stays emerging indefinitely. The literature above makes 
reference to some of the ways that having no funds could hinder moving up a grade.  
The sub-theme below explores ways in which late payments affect securing jobs in the 
future for emerging contractors.  
 
4.4.4.7 Difficulty of Securing Jobs in Future  
Two participants mentioned that the client (a government department) that delayed 
payment blames contractor for delayed works. As a result other clients may not give work 
to contractor due to the known delays. The two participants further stated that during 
payment delays the contractor may use money put aside for future projects and this affects 
commencement of future projects. Contractors may be blacklisted by the government from 
future jobs due to project delays or not completing the jobs. During future projects the 
contractor becomes a risk for potential clients as they have to state they have delayed or 
not completed projects previously.  
 
Participant 1 stated:  “Some implications were a result of late payments, the other client 
won’t understand why you finish late. It dents my reputation now for future clients”. On the 
other hand, participant 4 adds: “Well the there is a problem when you don’t complete a 
project, it’s got a negative impact, the chances of you being hired again because you are a 
risk now to the client” “I have requested an extension of time due to all those issues and so 
on, late payments”.  
 
The researcher asked Participant 5 about the implications of delayed payments and the 
participant said: “A lot will happen, incomplete jobs; and you won’t be given new jobs as it 
affects your record and profile for future re-appointment.” 
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In support of the participants’ sentiments, CIDB Practice Notes 30, (2013:4) states that due 
to non-performance the employer can restrict the contractor from securing construction 
works from any government entity for 10 years. The CIDB does not state actions taken to 
ensure that non-performance was solely due to the contractor. Business shutdowns are 
the next sub-theme and the sub-section below discusses this sub-theme.  
 
4.4.4.8 Business Shutdowns 
The majority of the Participants indicated that one of the severe implications of late 
payment is that the business may become bankrupt and close down. According to 
Odeyinka and Kaka (2005) the implication of a late payment may range from loss of 
income to a full-blown insolvency.   
 
Participant 3 “the business will shut down we won’t have terms of finance. It means there 
is no business for a while, in fact because of this thing of late payment to companies”. 
Participant 4 was asked about the implications of late payments and the participant 
indicated, “the contractors will suffer they will close shop” Participant 5 supported the 
notion and said, “Our business had to almost close shop because of these frustrations but 
we survived. When that money is finally paid later, it all goes to the creditors and it 
becomes difficult to continue with the project”.   
 
Abeysekera (2002) indicates that to receive payment, a substantial amount of work has to 
be done. This means contractors must ﬁnd funds to purchase materials, pay wages, settle 
dues for services rendered, and for a host of other expenditure. Abeysekera (2002) views 
this as extremely demanding as well as costly when contractors are short of funds. It is this 
relatively short ‘time lag’ between expenditure and payment that drive contractors to the 
brink of collapse especially when it stretches beyond its ‘elastic’ range” (Abeysekera 2002).  
 
Parliament South Africa (nd: 12) states the following; in the event that the supplier 
(contractor) becomes insolvent or bankrupt, the government has the right to terminate the 
contract. The government may terminate the contract with the emerging contractor 
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regardless of the impact that government practices on the performance of the contractor. 
The following theme is how government can overcome delayed payments.  
 
4.4.5 Theme Five: Mitigation Measures against Late Payments  
The researcher asked the participants to share their views on ways to overcome the 
negative effect of late payments. Ansah (2011) suggests a joint effort by all stakeholders in 
the Construction Industry to tackle the chronic culture of delayed payments in this industry. 
In a study to investigate the legal remedies available to contractors to enforce payments 
for works done Maritz (2012: 27) limited his study to South African contractors in the build 
and civil environments. The following recommendations transpired from the study; 
establishment of a commission to investigate delayed payments; payment legislation 
drafted by the stakeholders in the industry; the author highlighted a number of factors that 
should be included in the payment legislation Maritz (2012: 33). 
 
On the other hand, CIDB (2010:4-7) recommended the following strategies to ensure 
prompt payments; developing a Code of Conduct for payments; training and awareness on 
the impact of late payments; Introduction of a forum to enable contractors to lodge 
payment complaints; Naming and shaming serial defaulters; payment of interest on 
overdue accounts.  
 
Lastly, one of the gains from a study conducted by Ansah in Ghana was the 
recommendation of strategies to ensure prompt payments. Ansah (2011) recommended 
the following solutions; training and awareness on the impact of late payments; 
transparency of the client’s credit status and financial capacity in order to inform 
contractors of potential defaulters; professionalism in the industry.  
 
Some of the strategies mentioned by the three authors above overlap and other are unique 
to each author. The current aims to inform the reader whether or not the participants’ 
recommendations differ to those of the three authors mentioned above. The importance of 
abiding by contractual obligations is the first sub-theme discussed next.  
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4.4.5.1 Construction stakeholders to abide by contractual obligations  
According to the Parliament of the Republic of South Africa (nd: 4)  the term contract refers 
to “ a written agreement entered into between the purchaser and the supplier, as recorded 
in the contract form signed by the parties, including all attachments and appendices 
thereto and all documents incorporated by reference therein”. On the other hand, 
Wikipedia, the free encyclopedia (n.d) a contract is also informally known as an agreement 
is characterised by a lawful object entered into voluntarily by two or more parties intending 
to create one or more legal obligations between them. It is important to note that Wikipedia 
offers a legal explanation of the term contract whilst the Parliament offers a practical 
explanation of the term. 
 
According to Hogg (2009) an obligation is a legal tie by which a party or parties are bound 
to a certain performance. Hogg (2009) mentions five types of obligations related to Scots 
law however in common law there are three types of obligations to recognise namely: 
contract, promise (sometimes called unilateral promise) and relict (the Common Law’s 
tort). 
 
The participants suggested that it would be best for government to stick to own contractual 
obligations in the following ways: For example participant 4 was quoted saying “The 
government needs to communicate when they will pay contractors so that you can plan 
and they must keep their promise”. Participant 5 indicated that “I may continue counting 
the departments and municipalities but in general government just doesn’t pay on time”.  
 
The experiences of the two participants cited above indicate failure to stick to the 
contractual obligations by government. It is important to note that only one responded 
alluded to the fact that they had never experienced delayed payments by government 
departments. There are legislative guidelines set by South Africa (2000) and the guidelines 
share clear steps to be taken in instances where public departments delay payments. 
According to the guidelines “ Unless determined otherwise in a contract or other 
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agreement, all payments due to creditors must be settled within 30 days from the date of a 
statement, where creditors have not been settled within the period prescribed a report 
must be forwarded to the EXCO and to the relevant treasury stating reasons for the non-
compliance”.  
 
Although the guidelines exist, there are no clear punitive measures against government in 
the event of breach of contract through non-payment. According to Ansah (2011) failure to 
pay within the agreed period constitute a breach of contract, however this breach does not 
equate to consequences.  In contrast, in the event that the contractor breaches contractual 
agreements such as project delays Parliament of the Republic of South Africa (n.d.) states 
that government departments are entitled to charge interest using current prime interest 
rates until actual performance, the departments are also entitled to consider.  
 
In answering a question regarding ways to prevent late payments the participants made 
mention of ways that contractors could stick to their contractual obligations. Two of the 
participants indicated that emerging contractors should respect and abide by contractual 
obligations for each project.  
 
Participant 4 stated: “The contractors given a task must learn to complete the task”. While 
Participant 5 said: “The contractors must do the job according to specifications and not try 
short cuts and ensure the final product is of good quality”. Ansah (2011) found that 
payment delays are not always due to government, contractors can be liable for delayed 
payment.  
 
The section below details suggestions by the participants regarding amendments of 
current contractual agreement to include provision for delayed payments and penalties.  
 
4.4.5.2 Delay Claims  
Most construction contracts require declaration of claims to other parties to provide notice 
of delays in advance. These notices are common when contractors come across 
conditions that will delay the work Timothy, et al (2005). The claims are usually given to the 
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client in a matter of days following the factor that may lead to delay. There are no specific 
universal time frames for issuing such claims.  
 
Participant 4 “you will notice that within that 3 months there has been price escalations, 
government has to have a review that whereby there are some escalation percentages 
which are allowed onto the document” 
 
One Participant made the recommendation above and this recommendation is supported 
by Timothy, et al (2005) indicates the following principles in delay claims: notice of a claim 
allows the client to investigate the claim on time and assess the genuineness of a claim. If 
contractors are not planning properly regarding their finances the results may be 
disastrous (Timothy, et al., 2005).  
 
4.4.5.3 Improved Financial Management  
The researcher found that one of the reasons for delays in payments is poor financial 
management by the government. The current sub-theme reports on ways construction 
stakeholders can better manage finances in order to ensure prompt payment deliveries. 
Poor financial management by clients leads to delays in payments (Ansah (2011), & 
Alaghbari et al., 2007. Financial management was suggested as a way to curb delays in 
payments in the study. The following suggestions to government departments were made.   
 
Participant 3, said: “They must put the budget separate so that it does not affect my 
payment before they award the project”. If the project is 3 million and then they can put that 
money aside so that the contractor won’t have any problems to get it”.  
Participant 5 shared the sentiments; “From the time the order is signed then that amount 
on the order must be separated and be paid to the unique account created to avoid 
hassles”. 
 
Maritz (2012:34) indicated that the payment legislation should include provision of an 
escrow account, this account and this supports the participants’ suggestions.  (Gorse, 
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Johnston, & Pritchard, 2014: online) define an escrow account as an account that is set up 
separately from the main company in order to distribute funds.  
 
The National Treasury: Republic of South Africa (2005: 20) offers the following guidelines 
for financial managers in municipalities. These guides are suggested for inclusion in 
contracts: “The price should be clearly stipulated in rand currency; provision of price 
adjustment when the need arises; payment provision, amounts to be paid, payment 
schedules and procedures to be followed. Regular and prompt payments, payments for 
advances more than 10% off the contract should be backed up by securities. Finance 
charges in the event of the delays caused by the client. Contracts between the contractors 
and municipalities should be time-based”.  
 
Perhaps government departments could study, modify, and implement the guidelines 
thereby improving the departments’ financial management skills that may reduce payment 
delays. The participants gave regarding ways the contractors can improve their finance 
management skills in the following quotes;  
 
Participant 5 said, “They need to prepare themselves and keep some reserves because 
government is unpredictable”. This is significant as contractors are aware that they must 
first work and get paid. Participant 4 added, “Use funds of the project for the project not 
elsewhere and not outside the project until the project is finished.”   
 
Contractors are urged in the study to be prepared financially for the likelihood of delays by 
securing funds for longer periods. Although this will not prevent delayed payments, this 
would curb the impact of delays. Secondly contractors are urged to keep project funds for 
the project, this way there would be no crises such as running out of funds and this would. 
The next subsection discussed the importance of having qualified workers in speeding up 
the payment process.  
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4.4.5.4 Communication of Projected Payment Delays  
Maritz (2012) indicates that one of the components of the suggested Payment Legislation 
should include clause that forces the employer to not withhold payment without effective 
notice to withhold payments. The results of the study support Maritz’s suggestions. 
Participant 4 stated, “The government needs to communicate when they will not pay 
contractors so that you can plan and they must keep their promise”. 
Participant 5 added: “If they tell me upfront that I will be paid after three months then that 
would make me to prepare”.   
 
4.5 Conclusion 
This chapter discussed and conceptualised findings of the empirical study. Existing 
literature and empirical study were utilised in order to verify the findings of the study. The 
following themes emerged from the work context of emerging contractors in the Eastern 
Cape: factors affecting payment; late payments; reasons for payment delays; implications 
of late payments; and ways for the construction industry to overcome payment delays. The 
themes indicated that delayed payments have far reaching effects for emerging contractors 
who require a lot of support to become established contractors.  
 
It became apparent that payment delays negatively impact emerging contractors’ existence 
in the construction industry. Late payments leads to poor construction works that can dent 
relationships with employers, suppliers, and employers and this negatively affect ability to 
obtain employment in the future, grading on the CIDB is affected, and these factors may 
eventually lead to contractors shutting down.  
 
One of the unique sets of data that transpired from the participants was the impact of the 
projects of other government departments that are overseen by the Department of Public 
Works. The negative impact on delays of payment due to administrative requirements of 
the two departments came out in the study. The emerging contractors provided 
suggestions for the construction industry. A lack of growth and successful emerging 
contractors exacerbates the challenges as they do not have government clients who can 
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fully understand their struggles and triumphs, and they in turn feel that they will emerge for 
a long time. 
 
The respondents mentioned the following issues with regards to non-payment of resource 
suppliers and sub-contractors: inability to pay for resources obtained on credit to utilize to 
complete job; contractor reputation gets damaged; no more credit for future jobs; credit 
account may be blocked and cancelled; suppliers resultantly end up working on a cash to 
cash basis with the contractor; suppliers might not give good references for future projects 
and this is key in construction. All respondents interviewed for example cited that the 
relationships with suppliers become sour. The next chapter provides conclusions of the 
study, limitations of the study, and recommend suggestions for future research in the field. 
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CHAPTER 5  
 
5. CONCLUSIONS AND RECOMMENATIONS  
 
5.1 Chapter Preview  
The primary objective of the study was to develop a better understanding of the 
implications of late payments by the government on emerging construction contractors in 
the Eastern Cape. The secondary objectives of the study aimed at: identifying reasons for 
late payments by the public sector; determining the payment norms applicable to emerging 
construction contractors; establishing construction contractors’ experiences with 
government payment methods; and examining the implications of late payment on 
emerging contractors and their businesses in the Eastern Cape’s construction industry with 
specific focus on the building and civil environments. 
 
These objectives were achieved through literature review followed up by a qualitative 
empirical study involving five emerging contractors. The current chapter informs the key 
conclusions from the study and will make recommendations for stakeholders and further 
research in the same field. The conclusions and recommendations were informed by 
previous chapters. The previous chapters incorporated the following; research problem 
and its setting; literature review; research methodology; and the discussion of the findings 
from the study. The sections below conclude on whether or not the problem statement, 
purpose of the study, problem statement, and the study in general reached its objectives.  
 
5.2 Problem Statement  
The significance of the study resulted was informed by the problem statement indicated 
next.  The construction industry, particularly emerging contractors generally experience 
late payments from clients and employers. 
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5.3 Evaluation of the research attainments 
This sub-section section evaluates whether or not the research achieved its goals. This will 
be done though evaluating and providing evidence of whether or not the research 
questions were answered. Finally, the section demonstrates whether or not the research 
objectives were achieved. 
 
5.3.1 Research Questions  
The following research questions were used in order to guide the focus of the study. For 
the purposes of this chapter, the researcher answered the research questions and this 
led to research conclusions and recommendations. Some of the answers the researcher 
provided for the research questions follow: 
 Why is there a prevalence of late payments by public sector clients in the construction 
sector? The use of guidelines instead of legislation leads to inattention by public sector 
clients as there are no clear repercussions for payments delayed. There have been 
intrinsic factors relating to public sector clients such as lack of qualified public sector 
workers. The emerging contractors contribute on late payments by mismanaging funds 
amongst other things. 
 
 What are the payment norms of public sector and expectations of emerging contractors?  
No legislation, however the guidelines by the Treasury department and the CIDB inform 
client regarding payments processes. For example, the General Conditions of Contracts 
(GCC 2010) from the National Treasury indicate that payments should be made within 
30 days of invoicing or claim. Nonconformity with contractual obligations has undulating 
effects on emerging contractors. Projects may become delayed; clients may black list 
contractors for maximum of 10 years for non-fulfilment of contracts obligations.   
 
 How do contractors experience government payment methods? 
Government payment methods such as the order of payment; use of consultants as 
government agents who are twofold (project managers and inspectors of payment 
claims) are experienced negatively. On the other hand, one out the five participants has 
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never experienced payment delays by government; this means that government has the 
potential to improve payment methods.  
 
 What are the implications of late payment on emerging contractors and their 
businesses? The emerging contractors are becoming vulnerable to poor relationships 
with their suppliers, workers, the CIDB, banks and the public client. The end result may 
be shutting down businesses.  
 
5.3.2 Research Objectives 
 
5.3.2.1 Primary objective 
The primary objective of the study was to develop a better understanding of the 
implications of late payments by the government on emerging construction contractors in 
the Eastern Cape.  
 
This objective was met through highlighting different ways in which the emerging 
contractors are affected by late payments. The participants provided in-depth information 
regarding the impact of delayed payments on areas such as relationships with: suppliers, 
workers, prospective employers, and public sector clients. All these factors inevitably lead 
to delays in construction works. Through the research a few factors that are unique to the 
study such as inability to advance in the CIDB ratings were learnt.  
 
5.3.2.2 Secondary objectives  
 
i. To identify the reasons for late payments by the public sector. 
 
This objective was met through detail provided by the participants on the reasons for 
delays in payment by public sector client. A number of factors were indicated and these 
included intrinsic public sector factors such as non-qualified workers, negative attitudes by 
government workers.  
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The participants further provided intrinsic reasons for the contractors. The factor cited was 
mainly poor contractor financial management. There were some unique reasons provided 
by the participants and these included: Public works departments’ relationships; 
Consultants as payment administrators.  
 
ii. To determine the payment norms applicable to, and expectations of emerging 
construction contractors. 
    
The literature made mention of nonexistence of legislation and alluded to guidelines for 
payment that are a directive of the National Treasury. It became apparent that the non-
legislation of payment is one of the major factors that lead to delayed payments.  
 
iii. To establish construction contractors’ experiences with government payment 
methods. 
 
The richness of the data provided in the discussion of empirical study results is indicative 
of the many ways that the participants demonstrated their experiences. The various 
quotations demonstrate this. The participants’ realness was apparent as they cited both 
business and personal implications of late payment.  
 
iv. To examine the implications of late payment on emerging contractors and their 
businesses. 
 
The data provided below gives an indication of how the objective was achieved. The 
participants gave invaluable insights into these implications.  
 
After careful consideration of the answers to these questions and objectives, the 
researcher formulated the following conclusions of the study.  
 
 
89 
 
5.4 Recommendations  
This section will detail recommendations for government, the CIDB, emerging contractors, 
and researchers.  
  
5.4.1 Government  
 Continued professional development for workers that process payments; this would 
ensure that these workers keep abreast with developments and understanding of 
contractor challenges.  
 Initiate the development of payment legislation that includes all stakeholders.  
 Provide for payment delays in budgets as a major client to the industry. 
 Enforce payment of interest for late payments.  
 Certify all payments delayed in order to reduce delay rate from government side and 
inform industry in instances where contractors are genuinely at fault.   
 Provide emerging contractors with advances of at least one third of the tender amount 
for construction and monitor funds via an escrow account.  
 Different payment guidelines and/or legislation on the government departments’ 
projects overseen by the Department of Public Works.   
 Make provisions to support emerging contractors with materials up to 80% of the value. 
 
5.4.2 Construction Industry Development Board (CIDB) 
 Liaise with construction industry stakeholders and inform payment legislation. 
 Formulate plans to investigate core reasons for all emerging contractors who appear on 
the Treasury’s blacklist. 
 Introduce indemnity insurance for emerging contractors to cover penalties only in 
instances where delayed payments were a factor. 
 Provide guidelines on the government departments overseen by the Department of 
Public Works to enhance delivery. 
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5.4.3 Contractors 
 Improve managing of finances. 
 Continued professional development in construction works in order to improve quality of 
work. 
 Staffing, ensure qualified workers for relevant projects. 
 Network with established contractors for mentoring opportunities. 
 Work according to the specifications at all time. 
5.4.4 Future research  
 Conduct quantitative studies in the area in order to include all demographics of 
emerging contractors such as different races; gender; various forms of contractors e.g. 
electrical engineering; mechanical engineering; all provinces in order for findings to be 
generalizable.  
 Research on the impact of delayed payment of salaries on the motivation of 
construction workers, research is very limited on this field.  
 The payment/procurement order is a significant document with far reaching effects on 
the commencement of construction works however, literature on the order is non-
existent.  
 Investigate the relational complexities between Contractors and Consultants with 
specific reference to the impact of this relationship on the payment of emerging 
contractors.  
 Investigate Department of Public Works overseeing departments’ projects. 
 
The next sub-section details the researcher’s conclusions resulting from the study and the 
literature reviewed.  
 
5.5 Conclusion  
This section summarises the findings of the previous chapter and emphasises the main 
knowledge added by the study in the construction industry. The findings of the empirical 
study indicated that although the construction industry’s payment systems are not 
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regulated by specific acts or legislation, the industry utilises certain common guides that 
inform payment practices.  
 
The current chapter assisted the researcher to conceptualise and integrate all the tools, 
sources, observations, and information that was obtained through voluntary means by the 
participants with very busy schedules. The conceptualisation and integration was formed 
by considerations of the various aspects in the study. The study gave rise to under 
researched factors such as demotivation of construction workers as a consequence of the 
salaries being paid late.  
 
Emerging contractors are affected negatively by some of these non-legitimised payment 
guides such; utilising own funds for construction then claim; external factors such as long 
payment processes that require Engineering consultants to actively critique contractors 
payment claims. The participants ‘emerging status does not exempt them from such 
guides that favour the more established contractors who have sound financial status.  
 
The following under researched areas emerged from the study; projects overseen by the  
Department of Public Works; consultants as both managers and inspectors of payment 
claims; payment orders, blacklisting of emerging contractors as a consequence of late 
payments, the unfairness of enforcing penalties for non-performance that are caused by 
late payments whereas government departments face no consequences for delaying 
payments.  
 
Some of the known factors were echoed in the conclusions and recommendations. The 
financial status of emerging contractors impacts on payment delay. Payment delays are a 
direct consequence of late payments. Emerging contractors often struggle to move beyond 
the emerging status. The following chapter will inform the resources that were utilised in 
educating the researcher regarding extant literature, legislation, and research studies in 
the field.   
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The findings indicated that the construction industry does not provide much support to the 
smaller emerging contractors. The contractor is pretty much on his own. The participants 
alluded to the fact that the government departments that are known for a culture of delayed 
payments do not make provisions for the impact of these delays when faced with situation 
where penalties should be incurred against the emerging contractors.  
 
These emerging contractors are expected to source project funds; conduct construction 
works timeously and anything that deviates from the terms of the contract is met with 
negative factors such as payment of interest by the contractors for delays. The emerging 
contractors mentioned inability to advance their CIDB grading status and face blacklisting 
from obtaining future jobs. These departments do not take into account that project delays 
and poor performance are a direct effect of non-payment. These often hamper 
relationships with workers that are unpaid and suppliers. Relationships of emerging 
contractors with sources of financial aid institutions become unhealthy. The very public 
sector’s departments that delay payments tend to use emerging contractor’s poor 
performance as an indicator for non-fitness to conduct future construction works.  
 
The participants highlighted that although the industry is notorious for delayed payments, 
prompt payments do at times occur in the industry. Furthermore, the participants did not 
exempt themselves (emerging contractors) from impacting delays in payments. The 
following intrinsic factors of emerging contractors were highlighted; poor contractor 
financial management, poor quality of work, and lack of capital. Conversely, the emerging 
contractors identified the following intrinsic factors for delays in government departments; 
nonqualified government workers, poor financial management and bad attitudes of the 
workers.  
Delay of works seems to be common in construction industry according to the empirical 
studies. The pay if paid method has implications at times as the main contractor may not 
be paid in full due to late works; defective projects and sometimes subcontractors may be 
affected and not be paid. The main contractor may withhold a certain amount of money for 
a percentage of the works completed by the subcontractor. The amount retained is paid 
once the project is complete and accepted as completed successfully. 
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Any delay in the cash flow can essentially force the general contractors or subcontractors 
to finance the project, which may ultimately result in the contractors and/ or subcontractors 
insolvency. In instances where a project has been subcontracted, late payments may be a 
source of tension between the main contractor and sub-contractor.  The tension may lead 
to poor productivity, delays and even more late payments. 
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5.7 Appendices 
5.7.1 Appendix A: Interview Questions 
 
OUTLINE FOR AN INTERVIEW 
 
A. Opening 
1. Greet the participant and introduction. 
- Explain the purpose of the interview that it is for research purposes: explain 
languages to be used. 
2. Describe the Interview Plan : 
 Briefly review previous experience to make sure if any construction work has been 
completed for government (Departments / municipality). 
 Answer the participant’s questions about the interview process, if any. 
 Indicate that you will be recording the interview and explain the reason. 
 
B. Interview Questions 
1. Tell me about your experiences in payments from the government, payments for the 
work done. 
2.  Tell me about implications of late payments made by the government for the work 
done on your business. 
3. What do you think will happen to your organization and other contractors if the 
government continues to not pay on time? 
4. What do you think can be done by the government as well as contractors in future to 
avoid late payment? 
 
C.  Interview Closure 
 Additional Information 
 Ask if the candidate wishes to add anything to what had been answered / give more examples. 
 Ask if the candidate has any questions.  
 Thank the participant for his / her time.  
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5.7.2 Appendix B: Consent Form  
 
 
 
 
 
 
NELSON MANDELA METROPOLITAN UNIVERSITY 
 
INFORMATION AND INFORMED CONSENT FORM 
 
(Please delete any information not applicable to your project and complete/expand as deemed appropriate) 
 
Title of the research project 
 
 
Reference number 
 
 
Principal investigator 
 
 
Address 
 
 
Postal Code 
 
Contact telephone number 
(private numbers not advisable) 
 
 
 
 
A. DECLARATION BY OR ON BEHALF OF PARTICIPANT 
 (Person legally competent to give consent on behalf of the participant) 
 
Initial 
 
I, the participant and the undersigned  
I.D. number  
OR 
I, in my capacity as 
of the participant 
I.D. number 
 
Address (of participant) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
A.1 I HEREBY CONFIRM AS FOLLOWS: 
 
 
1. I, the participant, was invited to participate in the above-mentioned research project that is being 
 undertaken by 
 
 of the Department of  
 in the Faculty of 
 
 of the Nelson Mandela Metropolitan University. 
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2. The following aspects have been explained to me, the participant: 
 
2.1 Aim:  The investigators are studying:  
 
 
 The information will be used to/for:  
 
 
 
 
2.2 Procedures:  I understand that 
 
 
 
 
2.3 Risks: 
 
 
 
 
2.4 Possible benefits:  As a result of my participation in this study 
 
 
 
 
2.5 Confidentiality:  My identity will not be revealed in any discussion, description or scientific 
 publications by the investigators. 
 
 
 
2.6 Access to findings:  Any new information/or benefit that develops during the course of the study will 
 be shared as follows: 
 
 
 
 
2.7 Voluntary participation/refusal/discontinuation:   
 
 My participation is voluntary 
 
 My decision whether or not to participate will in no way affect my present or future 
 care/employment/lifestyle 
 
 YES  NO 
 TRUE  FALSE 
 
 
3. The information above was explained to me/the participant by 
 
 
 
 in  
 
 and I am in command of this language/it was satisfactorily translated to me by 
 
  
 
 I was given the opportunity to ask questions and all these questions were answered satisfactorily. 
 
Afrikaans  English  Xhosa  Other  
 
 
 
4. No pressure was exerted on me to consent to participation and I understand that I may withdraw at 
 any stage without penalisation. 
 
 
 
5. Participation in this study will not result in any additional cost to myself. 
 
 
 
 
 
 
112 
 
 
A.2 I HEREBY VOLUNTARILY CONSENT TO PARTICIPATE IN THE ABOVE-MENTIONED 
 PROJECT  
 
 Signed/confirmed at  
 
  
 
 
 
 
 
 
 
Signature or right thumb print of participant 
 
 
 
Signature of witness 
 
 
 
 
Full name of witness 
 
 
 on  20 
 
 
B. STATEMENT BY OR ON BEHALF OF INVESTIGATOR(S) 
 
I,…………………………………………………………………………………………………………….…………declare that 
 
- I have explained the information given in this document to 
 
 
 and/or his/her representative 
    
(name of representative) 
 
- he/she was encouraged and given ample time to ask me any questions; 
 
- this conversation was conducted in  
 
 and no translator was used / this conversation was translated into  
 
(language)    by 
 
- I have detached Section D and handed it to the participant  
 
 Signed/confirmed at  
    
 
 
 
 
Signature of interviewer 
 
 
Signature of witness 
 
 
Full name of witness 
 
 
 
 
 
 
 
 
(name of patient/participant) 
Afrikaans  English  Xhosa  Other  
 YES  NO 
 on  20 
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D. IMPORTANT MESSAGE TO PATIENT/REPRESENTATIVE OF PARTICIPANT 
Dear participant/representative of the participant 
 
Thank you for your/the participant’s participation in this study.  Should, at any time during the study: 
 
- an emergency arise as a result of the research, or 
- you require any further information with regard to the study, or 
- the following occur 
 
 
 
 
 
 
 (indicate any circumstances which should be reported to the investigator) 
 
 
 Kindly contact  
 at telephone number 
 (it must be a number where help will be available on a 24 hour basis, if the research project warrants it) 
 
 
 
